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Tue EIGHTIETH ORDINARY GENERAL MEETING OF THE SHAREHOLDERS 
OF THIS BANK was held on the 28th January, 1938, at Sout oein House, 
Cannon Street, London. 


The Rt. Hon. Lord WarpincTon (Chairman of mien oate of Directors) 
presided, arid there were also present, Sir AusTIN E. Harris, K.B.E.. 
“(Deputy Chairman), Mr. Francis A. BEANE (Vice-Chairman), Mr. J. H. L. 


BALDWIN, The Rt. Hon. Viscount BEARSTED, M.C., Mr. R. K. Bratz, E 


‘The Hon. R. H. Brand, C.M.G., Messrs. HAROLD G. Brown and 7. 
Howarp Fox, Major J.:W. Garton, Sir W. Guy Granet, G.B.E., Mr. 
G. A. Harvey, Sir Hewry H. A. Hoang, Br., The Rt. Hon Viscount 
Horne dF SLAMANNAN, P.C., G.B.E., The Rt. Hon. Lord INVERFORTH, 
P.C., Messrs. CHARLES Ser, LL.D., D.L., and C. E. Lrovp, The Hon. 
Maurice F. P. LUBBOCK, The Rr. Hon. Lord Luxe, K.B.E., Messrs. W. W. 
FAINE, A. E. PATTINSON and L. B. Rostnson, The Hos: W. LESLIE 
ORUNCIMAR, A.F.C., Mr. H. E. S. Upcuer and Sir Evan WILLIAMS, Bt. 

LL.D., D.L. (Directors), Messrs. WALTER Barrow and A. C. T. WOODWARD 
(Birmingham Committee), Mr. E. A. FrNLINSON (West Yorkshire Local 
Board), Mr. G. F. AseLL (Chief General Manager), Messrs. R. A. Winsor, 
SYDNEY PARKES and S. P. CHERRINGTON {Joint General Managers), Mr. 
G. H. Cuattaway (Secretary), Mr. F. S. Turn (Price, Waterhouse & Co. 
Auditors), Messrs. J. ARMSTRONG, C. J. ASHTON, C, A. V. BECKER, A. W. 

Betts, R. S. Boyt, A. Carter, G. S. Cavey, W. H. ‘COOPER, H. F. Corwzs, 
J. F. Dixon, L. G. Dorey, W. S. DRAPER, A. EAST, „W. C. EDWARDS, 
H. S. ELIs, P.. H. ExELL, RoNaLD Fercuson, G. S. FOWLER, L. H. Fox, 
W. H. Girrerr, G. M. Harvey, M. Brovre Hoare, H. J. Hurcuens, F. H 

JORDAN and H. B. Lawson, Sir Ipnwar G. Lrov», K.B., C.S.L, Sir MARTIN 
J. MELVIN, Bt., Messrs. E. R. Murrant, JAMES ORAM and J. A. D. PAGE, 
the Rev. J. P. Perkins, Mr. W. A. Swrrn, Sir HAROLD A. WERNRER, 
 K.C.V.O., Mr. D. S. Younc, and many other Shareholders, inchiding 
several ladies. z 


The Notice convening the Meeting was read by the 5 Sariy (Mr. G. E. 
“Chattaway), and the Auditors’ Report by Mr. F. S. Tull. 


The Chairman : My Lords, Ladies and Gentlemen, I regret that ; 
ave fo report the death of the Senior Member of our Board, Mr. Char'ss 
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E. Barnett, shortly after our last Afinuai Meeting. He wes a Partner in 
«the old Banking House of Barnetts, Hoares, Hanburys and Lloyd, which 
became amalgamated with Lloyds Bank in 1884. He was a link between 
ihe very different conditions prevailing in the latter half of last century 
and thos: whith confront fs now. He saw the Assets of this Bank 
grow from a figuge of £10,975,635, when, he first joined the Board, 
to the sum of £465,020,000, which was the total in our 1936 Balance 
Sheet, the last one he ever saw. Jt is tempting to dwell on the many 
changes "which took place in banking during the fifty-three years of his 
Directorship of this Bank. Many of them are most interesting and will 
readily recur to you, but this is hardly the time or place to enumerate , 
them, Throughout his long, active and usefu! life he was closely identified 
with the City, bott as banker, and for many years as Chairman of, the 
Alliance Assurance Company, of which his father had been a Dire ctor 
before him, and his grandfather one-of the original Directors. He ha 
also been President of the Corporation of Foreign Bondholders. In all 
these positions he worthsly upheld the traditions of the City, and gained 
the respectggnd affection of all with whom he came in contact. ' 
wo ^s te 7, 


i « Balance Sheet 
e 

Our Report and Balance Sheet which we present to you to-day, and which 

I presume you will, as usual, take as read, show some very interesting but 
no very remarkable changes. | 

, (H 
i Reservà Fond mE y. e e 
To take the Liabilities side first, you will see that the Reserve Fund is 
now £9,500,000 as comparcd with £9,000,009 in 1930, the result of the 
re-tianster which we have again made of half a mullion pounds from our 
internal funds. We did the same last year, and there only remains a 
further £500,000, which, when it is re-transferred, will restore to the 
Published Reserve the whole of the {2,500,000 which you will remember 
we took in 1931 from that account to supplement our internal Investment 
Réserve Fund. This was a precautionary measure, as I reminded you 
last year, of which we never had the necessity to make use, ` 
; & g i 
Deposits 
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Our Current, Deposit and Other Accounts stand at £410,000,000, but 
if it had not been for the unexpected receipt in the last week of the year 
of some large sums, the increase of £4,000,000 would have disappeared, 
and our deposits would have been below those of last year. 


The question as to whether we should make any special endeavours to 
increase the amount of our deposits ‘has given us a certain amount of 
preoccupation. Although it would seem to be illogical to' estimate the 
importance of any business by the size of its liabilities, there is no doubt 
that size has a certain attraction, and it is not unnatural to look’ with 
admiretion at figures which indicate a great business, and there is the risk 
that any falling off in these figures may involve the loss of public esteem, 
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e latterly, we have been sed by other considers tions, and 
our guiding principle has been to refrain from bidding for deposits by - 
oitering higher rates than we thought were economically justified. 


Our principal concern was in connection with foreigredeposirs, that 1S 
to say, that large amount of floating capital seeking a temporary “ome, 
either with the object of obtaining a safe asylum or aali gher return. Money 
of tnis character is very unreliable, and is apt fo be withdrawn at the 
shortest possible notice when any. scare occurs, For this reason it is 
essential to keep such a deposit in a liquid form, so that it can be readily ~ 
returned when called for. Short term methods of employing this mone y 
during last year have only been able to command a rate of about a half p- 
cent., "the rate of allotment for three months Treasury bills, for instanc:, 
during the past half-year averaging no more than ris. 4d. per cent. We 
"considered, therefore, that to allow a foreign deposit 1 per cent. or more 
a must result in a loss to the Bank. - It can, of course, be aigued that only 
a portion of such deposits is likely.to.be withdrawn at any one time, and 
that it would be a perfectly sound proposifjen to treat thei WE do Qui 
home. deposits, that is to say, to keep the usual proposé O16 ingcash, 
Treasury bilis, loans, gilt-edged securities, etc., but for the reason giveh 
we felt that such an argument was not economically sound if applied to 
anytiting in the nature of nervous foreign money. 


There seems to me to be another reason, and an important national 
one, why the inflow of fugitive money into this country should not be 
= erftouraged. Nearly every other ‘country has refused to give anything 
for it but a purely nominal rate. Some refuse to give any interest at all, 
and even charge for its safe keeping, and it seems to me to be sound business 
to follow the example of those countries and not to run the risk of putting 
the stability of our country's exchange to the serious inconvenience which 
would arise if deposits of this nature and in considerable volume weze 
suddenly withdrawn and sent to other countries, which for the moren: 

- appeared a more attractive asylum. 


Another undesirable result appears to have followed from an undue 
, competition for foreign deposits. A greater démand for bills was a 
" natural consequence, and the Discount Market has, ezain suffered from 
an inability to extract a living wa ge from the low rate applied to the discount 
of bills. The Discount Market is an essential part of London's firancial 
equipment, and of great importance in the composition of its intricate 
and delicate activities. It ts highly desirable that it should be allowed 

an opportunity to live, and though the excessively low raizs—to some 
extent ar tificial—wnich have ruled during recent years may be an advantage 
to the Treasury, and indirectly therefore to the tax-payer, yet these 
advantages would be dearly bought if they were to mean the cxtinction 
cf the Londor Bill Market as we know it to-day, and consequently the 
greatly diminished attractiveness of the London bill, if its marketabiluy 
were threatened, 


There are no other items on the Liabilities side to which I wich to Craw 
- your particular attention. 
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Investments 


On the Assets side the account under the heading of Investments calis 
for some comment, There has not been much change in the amount, 
the total being £à,000,000 less than it was last year, but because investments 
occupy a far more important place than forinerly i in the utilisation of our 
assets, I want to take a Sittle time in speaking of our Investment policy. 


To aise the change which has taken place over a period of years, 
I shotild like to call-attention tothe following figures :— 


Average percentage of-— t IOQI3 YOI9 1037 
Loans to Total Deposits ... ee inn $40 33:8 29:2 
Investments to Totai Deposits ... as. XA 20° 29-0, 
Bills to Total Deposits ... go Ks 25. BFS m28 


A point worth notice is that we have exchanged a considerable proportion 
of our commercial, private and other borrowers for the Government as © 
borrowers, ang it therefore behoves ‘us to see that we have an investment 
portfolio vis scientifically graduated maturities as evenly spread as 
possikie, eSpectally so inasmuch as it is not the habit of Governments in 
these modern tires to repzy their loans finally. it is therefore popen to 
argument whether, in the interest of liquidity, the present p can be 
said to be as satisfactory to the depositors and shareholders as a wide 
variety of borrowers, many of whom require advances only Do seasonal 
purposcs. 


We have been able roughly to prese ve our usual proportion between - 
short term and medium term Government redeemable securities. Your 
Directors have adopted this as a sound and essential principle in view of 
the fact that our liabilities are almost entirely repayable on demand or at 
short notice. The added importance vi kich we pay to the investment 
policy is necessitated by the face that the good irade which this country 
is now enjoying has not, except gradually through the year, influenced to 
the’ extent which might reasonably have been expected the sum total of 
ouradvances to industry. ‘The reasons for this are many and complicated, 
and would require Consider ble time to explain in detail, The fact, 
remains, however, th at advances are below normal in relation to our ` 
deposits, and that investments are above normal. The weight of money 
in the country, and the importance of keeping money at the lowest 
possible cost, in view of the Government's heavy expenditure programme, 
make it difficult to see in the immediate future a return to the normal ratio 
of past years of advances to deposits, With this fact in mind a constant 
scrutiny of our investraents has been carried out, and advantage has been 
taken continuously of any anomahes which have existed in market values 
between comparable securities. "s 


‘Local Government Borrowings 
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One of the features of the internal finance of the country at the present 
time which gives food for serious thought is the ever increasing demand 
for loans by docal government authorities. Indeed, the competition to 
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borrow has been so great that, but for the careful nursing of ttc market 
by the Treasury and the Bank of England, interest rates on focal 
government loans would-he higher than they are at present. "The word 

' economy " has ceased to retain its old-time meaning. e The protagónist 
in the cause of economy has been entirely eliminated. The word 

“economy " now means “ wise spending." Wise «spending from 2 loca! 
government point of view often means expenditure on whatever happens 
to be the current “ fashion.” - 


At a time when the primary need of defending the country is the subjec: 
of heavy additional borrowing—-and taxation—by the Central Government, 
surely a large part cf, the borrowing by local governments could be post- 
pened, (Applause. The greater part of this borrowing requires to be 
sanctioned by the Central Government. hat sanction is invariably 
given, and so the burden of debt mounts higher and higher, Local rates 
are continuously increasing, and, what is move to the point, the quin- 
quennial valuation always seems to produce z»higher assessiment-—neve: 
a lower. It is true that a large proportion of local government debt is 
described as productive. One cannot help feeling that such ino is 
would be more productive in private hands, (Applause.) This has cc 
often. been proved when local authorities have attempted house building 
by direct labour. It is also true that there are some local governments 
who run their finances well. It is, however, the fact that nearly all s 
government public loans are immediately renewed at maturity, and, 
thé majority of cases, opportunity i$ taken to increase the amount required d. 
Here are some figures showing the growth of local government debt :— 


1914 "T sa £562,620,600 
1920 ag iss £555,145,000 
* 1935 a sas £1,421,501,979 


* Latest available figure. 
One can foresee a position of considerable difficulty when local 
government obligations, running into many millions of pounds, matüre, 
and holders desire to be repaid in cash rather than convert into new issues. 


Loans and‘ Advances 


The next item of importance amongst our Asséts is our Loans and 
Advances. It is true that it shows an increase compared with last year of 
over £21,009,000, and the percentage to deposits has risen from 36-7 per 
cent. to 41:5 per cent., but I ought to point out that a large part of this 
increase only occurred during the latter end of the year, and the average 
throughout the year was 39°2 per cent. If the present figure continues 
throughout this year our Profit and Loss Account ought to benefit. 

From a study of the customary analysis of our Advances we see that there 
has been a large increase of £9,000,000 under the omnibus heading of 
“ Personal and Professional ” ; ; an increase of £2,000,000 under “ Engineer- 
ing"; while “ Oils and Fats » borrowed £1 (055 ,000 more, and '' "Public 
Utilities " £885,000 more. On the other hand, “ Banking, Insurance an: 
Finance" required £3,242,000 less, and “ Shipping and Shipbuilding ~ 
£1,900,000 less. The other differences are comparatively sxnali, > 
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Profit and Loss 


Out Proft and Loss Account shows the satisfactory increase of £88,000, 
:M the more satisfactory because it is arrived at after'making the now 
provision for Ntional Defence Contribution, ond after providing a 
substantial sum towards our Superannuation Fund. 


Incidentally I may ‘mention that we propose nex xt year. to simplify the 
uunecessarily cumbersome form of our Profit and Loss statement, especially 
that appearing in our Report. Jt can, I think, be taken for granted that 
our Profit figure has only been arrived at after debiting ail such ordinary 
expenses as salaries, pensions, taxes, and the usual allocation to staff funds, 
without enumerating all these items separ ately. ^ >» 

Some of you may have hoped that these figures might have prompted 

'us to recommend an increased dividend, but I think on reflection that + 
Sc will agree with me that there are a sufficient uumber of factors. 
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irely outside our control which render it desirable not to do anything 
hich suggests that the signals: are yet standing at “ All Clear," I feel, 
so, that the staff might legiti imately consider thzf^they Fave a first claim 
on any increased profits for the restoration of "those fc ductions in the 
annual i increases which they Have suffered i in recent years. J 


2 Trade Outlook ' 


In reviewing the situation last year I had the temerity to utter E word. 
of caution, and to suggest that we ofght tg take every cure to ensure 
against the activity of our internal trade degerierating into anything Which 
could possibly be called a boom, and that in the second place we should. ` 
look forward to the time when the chief causes of our internal activity 
had come to an end and take all possible measures to fill the gap with 
increased foreign trade. 


The events of the past year have, I think, justified what may. have 
appeared to be an unnecessarily cautious attitude cn my part. It frequently — 
appears to be the fate of a banker to be in opposition to the existing trend 
of public epinion, and if last year, when everything seemed rosy, I had 
my doubts as to the future, so again now, when talk of a recession in trade » 
is somewhat loud alid*insistent, I see no reason in the fundamentals of our 

» commercial position to apprehend any serious set-back. 

There ‘are many factors, especially in the political sphere, wi aich areon ' 
the lap of the gods. Of these I am not able to speak with any par ticular 
knowledge or assurance, but trade in itself in this country appears to me 
to- bc generally sound. This does not mean that it is not wise to look 
forward to a time when it may be less active. This is always true wisdom 
in any circumstances, but it is the height of unwisdom to hasten such a 
time by creating an unfavourable psych@logical atmosphere in which the 
very thing we wish to avoid is artificially nurtured. 
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Importance of Export Trade 
Bearing all these things in Hind 1 should like to urge the importance 
of doing all that is possible not only to keep, but to increase, the volume 
r | , 6 3 . 
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of our export trade, For this reason I welcome the steps which have been 
taken in this direction, slow moving though they are, and I thigje the 
Government are to be congratulated for following up the Tripartite 
Agreement by endeavouring to arrange a Trade Agreement between the 
British Commonwealth and the United States of America (hear, hear), 
remembering that a large proportion of the trade of tee world is accounted 
for by transactions between these countries, and fêr their co-operation with 
Monsieur van Zeeland in his enquiry as to the best methods of removing 
those obstacles which continue to obstruet the flow of international trade. 


Whatever steps may be taken as a result of his report, there can be no 
doubt of the necessity for securing a greater freedom of movement of 
goods between all nations. I referred at some little length to this point 
in my address to you last year, agd I urged the importance to us as 
a great exporting country of taking every measure possible to see that 
our export markets were maintained. To-day this advice seems to me 
to be more than ever necessary (hear,-hear), and it would be fatal to let our 
. general activity in trade, for which our rearmament programme may be 
increasingly responsib,e during the current year, shut oem eyes to 
the necessity of preserving and increasing dur overseas markets. It is so 
easy to lose them. It is so difficult, once lost, to regain them. The 
overseas trade figures for 1927 add point to these remarks. Our adverse 
visible trade balance, with exports of £596,761,000 and imports of 
£.1,022,065,000, is no less than £432,304,000. 


“Ir normal years it is easy to exaggerate the significance of an adverse 
trade balance. In the first place it is partly rectified by invisible exports, 
though any precise figure in regard to them is largely a matter of 
conjecture. Secondly, there is usually a natural lag between the arrival 
here of imports of raw materials and the subsequent export of goods 
manufactured from them, and therefore a true balance of trade cannot be 
accurately struck on any arbitrarily chosen date. Butin present circum- 
stances, when so much of our imports of raw materials are being used*for 
the manufacture of armaments, they cannot form the usual basis for 
subsequent exports, and our final balance of trade for 1937 must inevitably, 
even after making all allowances, throw exceptional strgin on our exchange 
position, 


Chairmen of the big banks have, I see, drawn attention to the importance 
of our export trade, and the necessity for its preservation, both from the 
point of view of maintaining employment in the future, and of off-setting 
the large amount of our imports. I gladly add my testimony to what 
has been so ably stated on this very material point. 


I now beg to move: “ That the Report just taken as read be received 
and adopted, and that, in accordance with the recommendation of the 
‘Directors therein, a dividend be declared for the half-year ended the 
31s% December last on the paid-up Capital of the Company at the rate of 
. I2 per cent, per annum on the ‘A’ Shares, and at the rate of 5 per cent. 
per annum on the ‘B’ Shares, payable, less Income Tax, on and after 
the 29th January, 1938."  (Applause.) i 
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Sir Austin E. Harris, K.B.E. (Deputy Chairman): I have great 
pleaSwre in | seconding the resolution. 


The ER Before I put the resolution to the Meeting I should 
be glad to hear any comments; and to answer any questions to the best 
of my ability. *. . | 

Mr. A. Carter, after congratulating the Chairman on his address, 
expressed regret that no part ef the dividend cuts had been restored. 

He also quoted figures comparing the year 1925 with 1937, which showed 

that the increase in the deposits and advances of some of the other Banks 

had been greater than in the case of Lloyds Bank. » 


Mr. A. W. Betts stated that he considered that too much attention 
should not be attached to swollen assets, He thought that attempts to 
increase the amount of deposits seemed to him to introduce.a slight 
element of touting which ht did not like; ) 


The Reve J. P. Perkins ee whether the total of £170,000,000 under 
the heading of “ Loans and Ativances” in the Balance Sheet was entirely 
in connection with Lloyds Bank or whether the amount should be divided 
between Lloyds Bank and Lloyds and National Provincial Foreign Bank, 
which was referred to in the previous line of the Balance Sheet 


Mr. Dougias Young suggested that, In view of the vital importance ef 
the farming industry, it might be possible to grant unsecured advances to 
approved farmers at, say, a half per cent. above the rates charged to ' 
ordinary borrowers, the amount accruing from this extra half per cent. 
interest to be placed to a Contingency Account which could be used to 
meet bad or doubtful debts arising out of the scheme. 


Mr. W. C. Edwards disagreed with the previous speaker, and stated . 
that he considered the Banks already did their best for agriculture. If 
anything further was to be done for the farmer it should, in his opinion, | 
be done by the State. 


The Chairman: The questions which have been asked are perhaps 
rather more easy to answer this year than usual, because I have already 
answered most of them in my speech. I have explained, in answer to 
Mr. Carter's question about the dividend, why it was that, although we 
considered the matter, we came to the conclusion that things were not | 
yet sufficiently stable to suggest to the world that everything was normal 
and that we might return to the figure «o which Mr. Carter has alluded 
as having been paid in past years. As°a fellow shareholder with .Mr. 
Carter, I sympathise with his question, but as Chairman of the Bank I _ 
think we were right, and I believe on reflection you will agree we Were 
right, in maintaining the same dividend as last year. (Hear, hear.) ` 7> 

. In regard to deposits, and the comparison which Mr. Carter drew between 
the rise án ous deposits and those of other Banks, and in answer to 
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Mr. Betts's point also on this matter, I must have pronounced my words 
very indistinctly, I am afraid, because a large portion of my addrese*was 
devoted to pointing out that we did not want to compete se? deposits, 
because we did not believe it was economically a good psoposition for the 
Bank. That argument applied principally to foreign deposits which we 
can only utilise in a very liquid form of investment yeclding us about a half 
per cent. Therefore we did not want to encourage those deposits, and 
we have refrained from doing so because to give more than a half per cent. | 
involves the Bank, we believe, in a loss. The whole point of my remarks ° 
on the subject of deposits was to show you that we did not believe it was 
good business to try unduly to encourage an increase in our deposits, if 
it was at the expense of our profit and loss account. (Hear, hear.) 


Mr. Perkins raised a point with regagd to Lloyds and National Provincial 
Foreign Bank, I think the way those figures are set out misled him into 
thinking that the £170,000,000, which is the total of our loans and advances, 
was in reference to our holding in Lloyds and Mational Provincial Foreign 
Bank. The figure for ghe Foreign Bank i9 £600,000. He has got on to 
the wrong line, I think, of the balance sheet. 


Them Mr. Douglas Young asked a question about farmers. Well, the 
farmers are a very important part of our clientele. As a matter of fact, 
the amount which we lend to farmers is greater than in any other category 
of our advances with the exception of that omnibus item—the one I re- 
ferred to in my address—of “Personal and Professional.” But the 
figures for last year, and, if I remember rightly, for the year before, of our 
advances to farmers, although they are still the highest category with that 
one exception, are less than they used to be. Farmers have repaid their 
loans, and another feature which is satisfactory is that the amount of bad 
debts from the farming community for the last year, and for the year 
before, has been very small indeed. (Hear, hear and applause.) 

The suggestion made by Mr. Young in regard to having a sort of pre- 


mium of an extra half per cent. against bad debts, I would like to think 
about rather more carefully, but 1t seems to me that what he is proposing 


e is that a farmer should pay an extra half per cent. in order to save the 


Bank's loss in possible bad debts. Whether thateweuld appeal to the 
farrmers and would be considered as beneficial to them, as we would 
consider it beneficial to the Bank, I am not quite certain. 

The granting of unsecured loans to farmers 1s a very usual operation of 
this Bank, and I think of all the Banks, because, in so many instances, a 
farmer's loan is really for seasonal purposes and we know that, as soon as 
the harvest has been marketed, the loan will be repaid. We do not ask 
for security in a great many cases., (Applause.) 


The Chairman then put the’ resolution to the Meeting and it was 


carried unanimously. 
e 


The Chairman : In regard to the next item on the agenda, I propose, 
if no one objects, that the names of the retiring Directors who offer 
themselves for re-election be put en bloc and not separately, (Agreed.) 
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Then I move: 

«š That Capt. C. E. Benson, D.S.O., Mr. Harold G. Brown, Sir 
hm MA. Hoare, Bt., the Right Hon. Lord Inverforth, P.C., Mr. 
C. E. Lloyd and Lt. -Col. R. K. Morcom, C.B.E., who retire at this 
Meeting, be 1e- -elected Directors of this Company." 


The resolution was seconded by the Deputy Chairman and carried 
unanimously. 


Mr. W. S. Draper: I beg ts move: 

"That Messrs, Price, Waterhouse and Co. be appointed Auditors 
for the year commencing on the rst January, 1938, and that their 
remuneration for auditing the accounts for the’ year ended the 33st 
December, 1937, be the same as for the previous year.’ 


From my knowledge of Mr. Tull, and my intercourse with him during 


my active days with the Bank, I can recommend him as well qualified e 


to represent the interests of the ‘shareholders. 


Mr. W. H. Gillett seconded the resolutiofi, and it was carried 


unanimously, . 
e 


Sir Harold A. Wernher, K.C.V.O.: We have now reached an item 
on the agenda which, I think you will agree, is non-controversial, and that 
is a very hearty vote of thanks to the Chairman for his able speech and 
conduct in the Chair. Those of us who attend these Meetings, and the — 
many thousands who read of them in the papers next day and read the 
utterances of the Chairmen of the' Big Five, look upon this last week of 
January as a definite landmark in our calendar, almost as important as 
the Grand National and other events of that type. (Laughter. In any 
case, it is a very happy diversion from the other activities which take place 
at this time of the year, namely, the harassing attentions of the tax collector. 
(Laughter. ) 

The Chairman has given us a very clear appreciation of what has taken 
. place in the past year and, I think, he has given a very thoughtful review 
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of the shape of things to come, and from what he has told us I think we * 


can justly be proud’ ofthe stability of our banking system. When one looks 
round one finds critics of everything in this world, and it is right that we 
should be criticised. There are foreigners who criticise our banking 
system, but even in countries which criticise us most the pound 
note is the most readily accepted currency in the world. They are 
delighted to get it whatever they think about our banking system. 
As to our home critics, about whose views we have heard a good 
deal recently, one would think that they were nearly all disciples - of 
the pundit who said that the only pefmanent thing in life is change. 
They want to change everything that exists for something they don’t 
know about. It is perfectly true that a house may have a roof with 2 few 
slates leakine—I purposely did not use the term “ loose tiles "—(laughter) 
but even if that is so, is it necessary to pull out the foundations of that 
house ig order to repair the roof? I think it is to our national credit that 
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we have endured ali the changes and ‘all the difficulties of successive crises 
without resort to the merciless manner which has been adopted by SR 
other countries of sabotaging the savings of the rentier. 


The Chairman's responsibilities i in a Bank like this are veryeffteat. "Not 
only is he responsible to us as shareholders, but there are national responsi- 
bilities, because British credit is the most important thing in the world at 
the present time. Iam sure that he will forgive me it I liken his activities 
to his most favourite sport—golf. I often picture the Chairman going up 
to the first tee. He looks to the right and then to the left, and then he 
hits the ball slap down the middle of the course. During the round 
wind or squalls may crop up but he remains quite unperturbed by that. 
Even when he goes to, the seventeenth at St. Andrews and drives off and 
plays short with his second, he chips up and plays with every confidence 

.on to the green, taking no chances. In the same way, I am quite sure he 
negotiates similar hazards in Lombard Street every day of the week. 


Well, Ladies and Gentlemen, we are very pleased to see the Chairman 
so vigorous and active, particularly when we bear in mind the fact that 
for the-last twenty-nine years, both as Deputy Chairman and subsequently 
as Chairman, he has ruled over our destinies. I am sure, therefore, that 
you will*join with me when I put this resolution to you, namely, 

" "That the best thanks of this Meeting be given to the Directors for 
their services during the past year and to the Chairman for his able 
conduct in the Chair." 

* Before I put it to the shareholders, I will ask Sir Martin Melvin if he 
will be good enough to second.  (Applause.) 
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Sir Martin J. Melvin, Bt.: Believe me it gives me great pleasure 
to support this resolution. Sir Harold Wernher has waxed so eloquently 
about our Chairman and our Board that he leaves me very little to say. 
I was talking to my revered old father last evening and he observed that 
the Chairman of Lloyds Bank must be a very fine fellow. “He wrote to 
me,” he said, “ seven years ago a long letter wishing me a happy birthday.” 

e He is still hale and hearty, and I suppose he is to-day possibly the oldest 
client you have in Lloyds Bank. The account as opened some 
seventy years agó at Lloyds Bank, High Street, Birmingham, when it 
was a private company. And later, when it became a public company, 
that account was then opened with Mr. John Hickling and Mr. Howard 
Lloyd, who later became General Manager of the Company. It gives 
me great pleasure indeed to support the resolution. (Applause.) 


The motion was put to the Meeting, and carried with acclamation. 


Tile Chairman : I am very much obliged to Sir Harold Wernher and 
Sir Martin Melvin for the very kind words which they have used, and to 
you, Ladies and Gentlemen, for having accepted them so warmly. I was 
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particularly delighted at some of the’ petsonal allusions made- ie by the 
mover and seconder of this resolution. Iam glad to hear of Sir Martin's 
father's a preciation of my letter a few years ago, and that he is still well, 
and it 1s ifying to know that one of our oldest customers still remains 
a customer of ofrs. ae 

I was also very interested in Sir Harold's allusion to my methods of 
recreation, He was’ perfectly accurate in one way. He described my 
play as I dream of it, but I am afraid it is not quite so accurate when 
, appligd to the real article as it appears on the links. 

I am not only very much obliged for this kind vote of thanks, but I am 
also grateful for the opportunity it gives me, in reply, to ask you to send 
from this Meeting a message of grateful encouragement to the staff for 
all their labours on our behalf during the past year. (Applaus) ` œ 

It is a platitude to remind you, but nevertheless it is a fact which we. 
always ought to remember, that your prosperity and the well-being of this 
institution of yours depends upon their efforts on your behalf. They are « 
capable, loyal and devoted servants: of the Bank, and I know through the 
discussions which I have had «ith their representgtives in Committee that 
they are aware of the difficulties of some of the problems which we discuss 
with them in connection wifh their conditions, and that they appreciate 
the desire of the Management to meet their legitimate aspirations 
whenever possible. 

I know that you most generously back up any suggestions which we 
may make to you for their benefit, and there can be no more practical way | 
of showing your appreciation of their Services. 

But there is also due to them a formal expression of your gratitude, and I. 
have much pleasure in proposing that a hearty vote of thanks be given to 
the staff for their services during the past year. This I feel sure you 
will carry by acclamation, and I will ask Mr. Abell to reply. (Applause.) 


Mr. G. F. Abell (Chief General Manager): On behalf of the staff of 
the Bank I offer our warm thanks to the Chairman for his appreciative 
words and to the. shareholders for the generous way in which they have 
been accepted. . The General Managers are the last to forget how much , 
they owe to the Managers and to the rank and file of the staff. For my 
part I can but say that success in such an institution as ours is not due to 
a single individual or to a few individuals, but to the loyal co-operation 
of the staff as a whole. 

I would like to add one word—this occasion gives me an opportunity 
on behalf of the staff of thanking the Chairman and Directors publicly 
for the salary concession for the year 1938 which has given especial 
pleasure to the staff, and for agreeing to the completion of the pensions 
scheme so that all grades, both clerical" and otherwise, in regular employ- 
ment in the Bank, become eligible for pensions from now onwards under : 
the existing scheme, 
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:- . The. proceedings then terminated. . 
- : . 8 


+ 





` P 


TABLE OF CONTENTS 


PAGE 
Tug Irisa Free STATE 


By John P, Colbert — ... a Mud ae 3 
NOTES OF THE MONTH vus TA ive we I9 
Home REPORTS dies i sus n e 25 
OVERSEAS REPORTS V^ gee Qe - ue wwe 8 


STATISTICS one noe ean eee e.. C eee 52 


Lloyds Bank Limited ' 
Monthly Review . 


. New Series—Vol. 9 JANUARY, 1938 No. 95 


e T e 

* "Ihe Bank publishes from time to time in this 
MONTHLY REVIEW signed articles by exponents of 
different theories on questions of public interest. 
Ihe Bank is not necessarilp in agreement with 
the uiews expressed in these articles, ` 


The Irish Free State 
TS By John P. Colbert ^. 


N assessing the economic and financial position of the 
Irish Free State certain general features call for mention 
at the outset. 


The first is that the Irish Free State is one of the half- 

dozen odd creditor nations of the world. It is obviously 

' impossible to obtain precise figures of the external investments 
of the Free State, but estimates have been made which place 
the gross amount at nearer £300 millions than £250 millions. 

» This figure is supported by a closer estimate which has been 
made of the income from investments, the gross estimate 
for 1936 being just under £ri4 millions. If the estimate for 
external investments is correct, then the Free State would 
probably rank as the largest creditor nation in the world on a 
per capita international comparison. These external investments 
are held almost exclusively in theeform of bonds and equities 
quoted on the London Stock Exchange. As there has at no 
time been a divergence from parity as between the Irish 
pound afd the British pound, there has been no loss owing to 

» currency depreciation. For this reason it is sometimes said 
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*that the Free State is the only country which has preserved 
its Wei profits intact, 


The second is that not since 1885 has there been any 
failure of arf Irish bank, or any serious run on the banks on the 
part of note-holders or depositors. This is a record of stability 

„which cannot be equalled by any other country in the world. 

Indeed it i$ a remarkable fact that despite so much political 
unsettlement the stability of the financial and social structure 
has never been impaired, The banking 3nd currency difficulties 
with which so many countries have had to contend during 
the past decade have been entirely unknown in the Free State.» 
As regards the social order, neither Communism nor Fascism 
has been able to gain a, foothold. In the financial sphere 
traditional habits of thrift, especially among the farming 
community, have bred a pronounced tonservatism. Monetary 
experiments, or any form of financial unorthodoxy, are not 
encouraged. Recognition to these factors was given in the 
New York Bond Market after the Gold Standard crisis of 1931, 
when the credit of the Free State was rated first amongst 
forty-five external borrowers, with the exception of Canada 
and Cuba. ° 


A third feature is the existence of a relatively low debt 
burden. Including the indebtedness of local authorities as 
well as State debt, the figures compare favourably per head of 
population with those of other countries generally. The 
following figures show the record as regards State indebtedness, 
excluding the capital value of the payments to Great Britain 
which are at present in dispute :-— 


ee FREE STATE NATIONAL DEBT - 





Gross Debt 
March 3lst a a Assets Wet Debt 
Amount | Per Capita 





£ 000’s 
29,313 
e 31,848 
31,409 
49,572 
48,583 
48,402 
48,710 





£ 000's 


14,177 
15,691 
17,532 
25,070 
23,077 
29,139 
29,889 


£ 000's 


15,136 
16,157 
14,077 
24,502 
25,506 
19,263 
18,821 


> 


The following table shows the indebtedness of local 
authorities during the same years :— e 
DEBT OF MUNICIPALITIES AND OTHER LOCAL AUTH@RITIES 
md 


e 
Amount Per Capita 


£ 000's £ 
1931  .. " bos as 15,060 5-079 , 
1932  ... we " UM 15,162 5-113 
1933  ... " i Es 16,229 5-471 
1984  ... ne is ae 20,167 6-800 
1935  .. ide du va 21,284 7-175 
« 1936 .. " ds a 24,028 8-100 
P s 1937  ... e" a i 29510 8-621 





- It will be noted that there has been a copsiderable growth 
in the indebtedness under both heads dusing the period under 
review. At the same time it cannot be said that the present 
figures, when ranged up against the national resources, are 
such as to occasion ground for any. disquiet. A detailed 
comparison of the debt position with that of other countries 
would present great difficulties, but the comparative figures 
relating to Municipal Finance shown on the next page may be 
taken as typical of the general debt picture. 

The rapid growth in Public Debt since the establishment 
of the Free State has frequently been the subject of unfavour- 
able comment, but it must always be remembered that the 
comparison of the present debt figure should not be with the 
comparatively clean slate which the twenty-six Counties were 
given on the establishment of the Free State, but with the 
national debt burden attributable to the Free State immediately 
prior to its establishment. The effective comparison of the 

extsting debt should be, therefore, with a figure of approxi- 

. mately £200 millions representing the amount of the British 
National Debt which, on a basis of comparative financial 
capacities, might fairly be apportioned to the twenty-six 
Counties on their establishment as a separate fiscal entity. 
It is understood in fact that at the time of the Treaty 
negotiations in London the Irish Delegation had in contempla- 
tion the necessity of being forced to shoulder a debt burden 
of approximately this amount. 

A fourth point perhaps also calls for mention. It is not 
without'economic significance that the Free State is in the 
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unique position of having the largest percentage of its native- 
born population resident abroad of any country in the world, 
the figure being not less than 40 per cent. It is not uncoafffion 
to find quite small farming families in Ireland witff sons or 
cousins in very influential positions abroad, particularly in 
the United States. " 


Government Finance.—Figures have already been given 
showing the State debt burden. The following table shows 
the position as regards Government revenue and expenditure :— 


GOVERNMENT REVENUE AND EXPENDITURE 


` 


Total Expenditure 
Financial Total Revenue | Money Raised : exc. Capital Issues 
Volt (incl. Repayment| by Creation of | Total Receipts | and Issues for 
of Advances) Public Debt |: . . Redemption of 
E Debt 
e 
£ £ £ £ 
1951-2 ... |e 25,577,016 2,261,000 27,838,016 26,135,653 
1932-3 ... 30,291,792 6,248,200 56,559,992 28,849,739 
1933-4 ... | . 30,364,825 6,627,000 36,991,825 31,550,298 
1934.5 ... 29,050,424 562,000 29,612,424 31,203,500 
1935-6 .. 30,888,536 1,809,526 352,698,062 31,106,840 
1936-7 ... 31,440,285 1,735,000 e 33,173,185 31,227,688 
1937-8" ... 31,875,000 3,966,000 45,841,000 33,624,000 
(estimates) 





On the whole a sound Budgetary policy has been pursued. 

It is not suggested that there has not been a certain 

extravagance, dictated rather by political considerations than 

by an ordered policy of State Planning, or that certain items 

placed to capital account have not been questionable, but it 

can be said that there has been no inflationary financing of 
e Budget requirements. 


Banking.—Reference has already been made to the 
country’s record of banking stability. As in the case of England 
and Wales the joint-stock banking system is a little over a 
century old. In fact, the events which led to the introduction 
of the joint-stock banking system South of the Scottish border 
took place first in Ireland, and the Provincial Bank of Ireland 
was the pioneer joint-stock bani? outside Scotland (i.e. apart 
from the Chartered institutions). The development in Ireland 
has been rather closer to the Scottish lines owing to the fact 
that the Bank of Ireland’s note issue monopoly was abolished 
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by the Irish Bank Act of 1845/just as the Bank of Scotland's 
monopoly was abolished more than a century earlier, thereby 
peseutting the competing banks to retain their right of note 
issue. Winder the Currency Act of 1927 three of the banks 
which had no right of note issue were admitted to a share in 
the issuing of banknotes. | 

The leading feature of the Irish banks is a very high 
proportion of time deposits, being possibly, with the exception 
of Scotland, the highest proportion of any group of banks 
in the world, Correspondingly there is a very high proportion 
of investments (which are mostly in, British Government 
securities). In fact, as in the case of Scotland, the Irish banks 
are in a large measure Savings Banks. It is sometimes said » 
that this position is a factor of weakness, the argument bein 
that savings deposits are shiftable funds and that with so m 
countries dependent, on London for their liquidity, an 
international crisis, coinciding with a* domestic scare, might 
land the Irish banks*into serious difficulties, This, however, 
is to take a test too extreme for any banking system. 

The position is unique in one respect. All the Irish banks, 
with the exception of the Belfast Banking Company and the 
single-office National City Bank, operate outside the Free 
State as well as inside, while four of the nine banks opefating 
in the Free State have their headquarters outside. This dual 
operation has necessitated adherence to a rate structure 
pivoting by convention on the Bank of England's official 
discount rate, as in the case of the English and Scottish banks, 
since a different set of rates obtaining on both sides of the 
Northern Ireland border would create an untenable position. 
The fact that changes in the Bank of England's rate have been 
automatically followed in the Free State has provoked certain 
criticism of the banks, but there can hardly be any questidn~ 
but that this has been a benefit to the Free State public by 
establishing an Irish interest rate structure on a lower scale 
than would otherwise be possible. It is in fact among the 
lowest of any country in the world. 

Currency.—The Free State has been particularly fortunate 
in having escaped the currency and foreign exchange difficulties 
which have beset so many other countries since the European 
War. The question of foreign exchange for the Free State 
means, to the extent of more than 9o per cent., an exchange 
between the domestic pound and the pound sterling, 'and as 
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the two currencies have been undeviatingly pegged at parity 
with each other, there have been in effect no foreign exchaege 


problems. Pd 


“As regards previous history the special feafure has been 
that there was no circulation of legal tender, notes in Ireland 
until the introduction of British Treasury notes in 1914. 
These notes ceased to be legal tender on the establishment 
of the Free State. The Currency Act of 1927 provided for 
the setting up of a Currency Commission, whose sole banking 
function is the issue of legal tender notes against sterling 
drafts, redemption of the notes being legally pound for pound 
e in sterling at the Bank of England. At the same time the 

issues of notes by banks were not abolished and each bank 

“In the Free State, with the exception of the National City 
Bank, was allotted a quota of consolidated banknotes which 
it is permitted to issue'on a fiduciary basis, the combined total 
being limited to £6 millions. ° 


-In point of fact, since the establishment of the Free 
State the legal distinction between the Irish pound and the 
English pound has never. forced itself on public attention, 
-nor,eof course, has there ever been any question of a Rate 
of Exchange developing between the two currencies. It may 
be added that no currency in the world 1s so well protected, 
in proportion to the amount on issue, against depreciation 
in relation to the standard of convertibility. The total sterling 
assets of the banks operating in the Free State are not less 
than £125 millions, of which at least £100 millions is held 
in a readily available form in London, This is certainly an 
ample cushion against even the most abnormal and unexpected 

„Pressure on the local currency. 


* o 

Agriculture,.— The soil and climate of the Free State are 
ideally suited for mixed farming. In most parts of the country 
it is the rule rather than the exception to find farmers engaged 
simultanecusly in cattle, dairying, crop-raising, sheep, pig 
and poultry farming and horse-breeding. As regards the 
last-mentioned, it must be confessed that the “ bit of blood.” 
generally absorbs an inordinaté proportion of the farmer’s 
time and 1s often the least profitable of his activities. 


This variegated character of farming gives the rural 
community of the Free State a considerable flexibility in 
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adapting itself to the varying winds of international com- 
petition and price changes, affording in this respect a 
martkedagontrast to so many other agricultural countries 
which are necessarily confined to a limited range of production. 
It must be added, however, that Nature is rather too generous 
to the Irish farmer. The grass season is just long enough 
and the winter just mild enough to make it not quite worth 
while for the farmer to feed and house his cattle adequately 
during the winter months, and the approach of spring finds 
the cattle in poor condition, though generally able to struggle 
through until the opening of the new grass season. As a 
visiting German agriculturist once remarked: ‘ The Irish 
farmers feed their cattle during winter on the most expensive 
food in the world—beefsteak.” A little greater rigour owe 
the part of Naturè would force the farmers into a better type 
of farming. ° : 

Conditions during the past decadé have been, of course, 
exceptional, but the following table showing the position in 
1926-27 may be taken as typical of the normal variegation of 
Irish farming :— 


ESTIMATED VALUE OF AGRICULTURAL OUTPUT FOR 1926-27 


Output Per cent. of Total 
l £ 
Cattle, sheep and pigs... di es jus 25,741,000 40 
Milk and butter m vos ia ms 13,693,000 21 
Poultry and eggs oe — i4 sats 9,017,000 14 
Crops ... v uo *. cade $5 oe 8,264,000 13 
Miscellaneous ... a MN m T 8,042,000 12 
£64,757,000 100 ^ e 





From about the 'sixties of last century there has been a 
steady change-over from cereal cultivation to cattle grazing, 
due to the fact that meat prices (relatively to the general level 
of commodity prices) were being gradually raised by the general 
improvement in the world standard of consumption ; whereas 
the trend of cereal prices has-been in the opposite direction, 
due to the opening up of the great prairie countries and the 
improvement of seeds and methods of cultivation. , Thus, 
in 1930 meat prices were, in relation to the general level of 
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prices, the highest on record since 1846 (before which reliable 
estimates are meagre), whereas cereal prices were, in relation 
to the general price-level, the lowest of any preceding 4fCàr 
except 1923 and 1864. The exports of cattle, eive and 
slaughtered, from the Free State in 1929 constituted in that 
year the largest world export trade in a single commodity. 


Following 1929, meat prices slumped and at the same 
time import quotas were established* in the British market 
so that it became necessary for the Irish farmers to devote 
more attention to crop cultivation. 


*The Financial Dispute with Great Britain.—In discussing 
the farming position particular atfention has to be paid to 
the repercussions of the dispute with the British Government, 

he withholding of the payments by the Frge State, comprising 
mainly the Land Annuities, has been ceuntered on the British 
side by the imposition of special tariffs, falling mainly on 
agricultural products. These tariffs have had to be borne by 
the Free State producer, whereas any retaliatory tariffs imposed 
by the Free State have had to be shouldered by the Free State 
consumer, 


.On the crude mathematics of the position neither party 
to the dispute has materially suffered, as is indicated by the 
following table, showing that the amounts collected by the 


vd authorities have approximated to the payments with- 
eld :— 


FINANCIAL RELATIONS WITH GREAT BRITAIN 


Amount Withheld Amount Collected 


Fiscal Year from British in Csom. p 
"^ Government "urbs ee 
ish Free State 
£ £ 
IIA n u o de dui 4,764,767 2,515,003 
1933-34 14. gs te. ae. cn 4,905,859 4,555,238 
1934-35. $5.  iu- — X — mL d» 4,845,206 4,694,594 
1935-38 ... ie ase sess. 4,800,000* 5,421,515 
1936-37 ck — em 4,750,000* 5,000,000* 
* Egtifnated 


As regards the farmers, however, it must be observed that 
in addition to paying indirectly the amounts in dispute, they 
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have had also to pay to the home Government half the amount 
of the Land Annuities. On the other hand the Government 
hasprovided compensatory assistance in the form of export 
subsidiesp and special schemes in connection with butter, 
bacon, wheat and sugar-beet. Precise figures are not available 
to enable the net effect on the farming community to be 
determined, but it may be mentioned that a White Paper 
recently published shows that the benefit derived from the 
Government's butter scheme (modelled on the Australian 
Patterson scheme) has been approximately £4 millions. It 
is probable on the whole that the financial dispute has not 
adversely affected the farming community on balance except 
in its indirect repercussions by creating a drag on trade 
between the two countries, and by making for the imposition, 
of more stringent quotas than might have been negotiated 
under normal trade selations. It is these quotas, coupled 
His the world depression, that have been the principal adverse 
actors, i o 


At any rate the farmers have emerged from the crisis 
in a singularly strong financial position, Reliable figures are 
available which show that the total indebtedness of the Free 
State farming community to the banks and to the Agricultural 
Credit Corporation in January last amounted to only £13°5 
milions, whereas on the same date the farmers held time 
deposits in the banks amounting to as much as £35-6 millions. 
Both on the borrowing and on the depositing side the farmers 
are the largest group of banking customers in the community. 


Industrial Development.—During recent years the Govern- 
ment has initiated a vigorous programme of industrial 
development, One occasionally hears this movement referred 
to as a policy ef economic self-sufficiency. This expression 
is a misnomer. No country with such a relatively large 
external trade as the Free State could possibly achieve 
economic self-sufficiency without a reversion to primitive 
standards of living. Self-sufficiency must always remain a 
matter of degree. The aim at self-sufficiency cannot be pushed 
beyond a certain point without raising costs to an uneconomic 
level, thereby diminishing instead of increasing the national 
economic strength. It cannot fairly be said that this point 
has been reached in the Free State, despite the existence of a 
relatively high burden of taxation and high cost of living. 
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Nor, at the present rate of progress, is it likely to be reached 
for a great many years to come, a 


What has actually been taking place in the Feee State 
is the establishment of various factories throughout the 
country on a highly selective basis, These “factories are 
designed to cater for the requirements of tHe home market, 
each in its particular line, but it is worth mentioning that 
at one period during the last boom the Free State constituted 
the largest market for British manufactured goods. In general, 
in establishing these home industries, care has been taken to 
ensuve that the minimum economic unit for the factory con- 

e cerned is not too large for the requirements of the home 
market, as determined by the import statistics during a period 
Gt depression. ; 


Doubts have sometimes been raised in uninformed 
quarters as to the possibility of survival of these new industries 
generally. It may at once be said that their continued existence 
is dependent on the maintenance of Government Protection. 
This is not to say, however, that the new industries must 
necessarily market their products at higher prices in order to 
achieve profitable operation. ‘Phe technical indications are 
generally to the contrary. This is because these new industries 
are being planned on lines which take the fullest advantage 
of the many revolutionary improvements in machinery and 
processes which have been developed in so many lines in 
the older industrial countries during the past decade and a 
half (as, for example, the introduction of continuous-firing 
glost ovens in pottery manufacture and of automatic looms 
in textile manufacture). In most of these industries there 

pears no technical reason why, when the workers are fully 
trained, the native plants should not be able*te produce at 
least as cheaply as the industrial countries abroad, with the 
exception of those countries with abnormally low labour costs. 
‘The industrial planning has generally been on a basis of 
rationalisation instead of unregulated competition. 


Owing to these factors and also owing to the existence 
of an assured market for the output conferred by Protection, 
there are indications already “that factory conversion costs 
may be generally lower than in Great Britain. Exceptions 
must be made as follows: The beet sugar, cement and flour 
milling industries are frankly on a basis where the utilisation 
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of a tariff will remain necessary, as these industries cannot 
e to produce as cheaply as the article could be imported. 
Again, a note of doubt must be sounded in regard to the 
attitude of Labour. Unfortunately, Labour in general has 
been inclined to follow an opportunist policy. There 
has been a tendency to disregard agreements, and strikes have 
been frequent, despite the fact that wage rates in the Free 
State are generally higher than in Great Britain. The 
difference in wage levels would not matter greatly if 
standards of output were up to the British level, but this 
is, unfortunately, not the case. A striking instance is, con- 
tained in figures published quite recently by the Dublin 
Master Bakers which show that, while the Dublin wages 
are very substantially in excess of the corresponding figures 
for five cities it Great Britain and Northern Ireland, at 
the same time the Dublin standard qf output is very much 
the lowest. a 
An interesting aspect of the industrial movement has 

been the establishment for the first time of a Capital Market 
for industrial issues in Dublin through the instrumentality 
of the Industrial Credit Company, which was promoted by 
the Government. This Cofnpany has a paid-up capital of 
£812,500, the great bulk of which is held by the Government, 
although its issues were also thrown open for general public 
subscription. Prior to the establishment of the Company 
towards the end of 1933, public issues by companies in Dublin 
were of negligible dimensions. Since its establishment the 
Industrial Credit Company has carried through public issues 
amounting to a net cash total of £4,397,000. In addition 
there have been other public issues by companies amounting 
to £2,516,000, making a total for public issues by companies, 
of just under*f£7 millions. Of this total £516,000 was sub- 
scribed from external sources but, on the other hand, there 
has been an outflow of capital amounting to £1,897,000, 
representing purchases of domestic interests from external 
hands. (Under the Control of Manufactures Act, 1934, 
participation of external capital in new Irish businesses, 
where not specially licensed, is restricted to one-half the 
total capital and, further, to one-third of each class of shares 
carrying voting rights.) In addition there has been raised 
privately over the same period capital for industry ameunting 
to approximately £6,000,000. The following table shows the 
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record of New Issues in the Düblin market during the past 
five years :— 


Pr d 
NEW CAPITAL ISSUES 
Government, Public e 
Municipal and Issues by Total Issues 
Public Bodies Companies * 
£ of f £ 
1883. ome uw ak 7,224,000 160,750 | 7,384,150 
1934  ..  .. ans 96,000 2,879,767 2,975,767 
1935 kee 1,627,900 1,623,250 3,251,150 
1988  .. ae | > 1,126,250 1,822,725 2,958,975 
1937 °... is Sa 198,000 577,007 775,007 
pE yee pie} Pr € Ilion t 
£10,272,150 £1,013,499 £17,345,649 


These issues have, naturally, resulted in a relatively large 
addition to the domestic securities quoted on the Dublin 
Stock Exchange, the total nominal amount’ at the end of March 
last being classified as follows :— 


£ 

Government a Si s oe .. 51,225,511 
Corporation and Public Bodies... sag ... 10,656,614 

e Banking, Insurance and Financial? ... .. 25,839,111 
Transport* ie Esi 2 d .. 46,191,959 
Gas ese e se se ss 2,257,039 
Breweries and Distilleries s bus . 10,652,464 
Commercial, Industrial, etc.  ... - .. 13,410,510 
£130,533,208 


* G.N. Rly. excluded 


Amongst the new industries established in consequence of 
public issues may be mentioned the following: beet sugar, 
ffour-milling, cement, cotton textiles, worstedespinning and 
weaving, pottery, leather, paper-making, electric lamps, cutlery, 
aluminium hollow-ware, laminated springs and general iron 
work, cast-iron hollow-ware, enamel ware, laminated glass, etc. 


External Trade—The following are the returns for the 
external trade of the Free State in recent years. They show 
the reactions of the world depreseion, the introduction of the 
rationing system of imports by the British Government and 
the dislocation of trade between the two areas occasioned by 
the ecohomic dispute for the complete years the returns are 
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given both in actual value ‘and also in the form of index 
numbers based on the year 1924 :— 


EXTERNAL TRADE OF IRISH FREE STATE 


Regained | Index No. | Domestic | Index No.| Import | Index No. 
Imports |1924—100| Exports |1924—100| Balance | 1924-100 
















1924 

1931 

1932 

1933 

1934 

1935 

1936 

1957  ... 
(10 months) 


It will be noted that since 1931 there has been an import 
surplus of merchandise amounting to £106:5 milliens. ‘This 
movement, taken in conjunction with a decline of £9,938,000 
in the net external assets of the banks operating in the Free 
State between the first quarter of 1932 and the third quarter 
of 1937, 1s taken by some «bservers as occasioning ground 
for alarm. Fears have even been expressed that these move- 
ments disclose the existence of a position which may threaten 
the maintenance of currency stability. Closer analysis of the 
position will prove such fears groundless. 

The surplus of imports is generally referred to in the 
Free State by the unfortunate term ‘‘ adverse trade balance," 
the word. “ adverse " suggesting an unfavourable reflection on 
the national economic position. In point of fact the existence 
of a surplus of imports of merchandise is the mark of a creditor 
nation, and, ie may be true—and very frequently is true— 
that an increase in the so-called *! adverse " balance is a sign 
of economic strength, denoting an expansion in the country's 
external purchasing power. 

The problem may best be apptoached by posing the 
question: Do the movements above quoted mean that over 
the period reviewed the Free State has had to realise capital 
assets in order to meet current consumption? If an affirmative 
answer is to be returned to this question, then it would have 
to be said that during the years under review the peoplg of the 
Free State have been forced, under dire economic stress, to 
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break with a half-century’s tradition of thrift. Such a com- 
pulsion would be expected to manifest itself mainly amongst 
the farming community, but as mentioned in a previous pára- 
graph, the financial position of the farmer at the beginning 
of 1937 showed such a position of strength ag any farming 
community in the world might envy. ' 

While close estimates have been made of the balance 
of 1nternational payments during the ygars under review, they 
are subject to gaps wide enough to destroy their positive 
value, and assistance in settling the question must be sought 
elsewhere. To the £9,938,000, representing the decline in 
the net external assets of the banks, must be added £979,000, 
representing net withdrawals by Free State citizens from the 
British Post Office Savings Bank between the end of 1931 and 
the end of 1936. Offsetting these movements, however, 
there has been an increase of £3,770,009 in the sterling assets 
held by Departmental Funds over the same period, an increase 
of £3,507,000 in the sterling assets of the Currency Com- 
mission, an increase of £646,000 in the sterling assets of the 
Trustee Savings Banks and an increase of £5,400,000 in the 
sterling securities held by the National Hospital Trustees. 
An inference based upon these items alone suggests that 
there has been an increase of £2,406,000 in the net external 
assets during the period surveyed. 

is is not the whole picture. The very considerable 
sterling holdings of private investors and trustees have probably 
increased during recent years, if only because of the substantial 
rise in capital values. Professor Smiddy, who has made a 
close study of this question, draws attention to other factors, 
adducing in particular figures which suggest that there has 
been a certain transference of deposits from the Free State 
“branches of the banks to their branches elsewhere, which 
under the methods of computation adopted would account for 
a decline in the net external assets of the banks amounting to 
a few millions. Actually such a movement would not mean 
that the country was pro tanto living on its capital. A further 
factor is that the development of a capital market for industrial 
issues in Dublin has undoubtedly resulted in a spread of the 
investment habit, as evidenced, Dy the fact that each new issue 
has attracted. numbers of subscribers who never appeared 
previously in any investment list. The investments of these 
must have represented a certain withdrawal of deposits, to 
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compensate for which the banks must have had to realise 
Bgitish Government securities, It is worth mention also, 
as an additional indicator, that the amount standing to the 
credit of depositors in the Free State Post Office Savings Bank 
increased between 1931 and 1935 from £3:7 millions to £6:5 
millions. ° 

When account is taken of these factors, and particularly 
of the figures given in-a previous paragraph for total capital 
issues in the Dublin market, the conclusion seems inescapable 
that not only has the country not been realising capital assets 
in order to cover current consumption, but that during these. 
years there has been a net, accretion of capital. 


Joun P. COLBERT. . 
December 17th, 1937. 
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Notes of the Month 


Ihe Money Market.—Conditions were unusually easy 
during December, when Christmas currency withdrawals by 
the public followed by preparations for the enti of the year 
usually make money less plentiful. The Chfistmas expansion 
in the note circulation amounted to £28-9 millions, which 
incidentally raised the circulation to°a new high record of 
£509°3 millions. It did not cause any contraction in the 
supply of credit, however, partly because of the £20 millions 
temporary increase in the fiduciary note issue, which maintained 
the Bank's Reserve at an adequateesize ; and partly because, 
as notes passed into circulation, the Bank acquired Government 
securities, thereby replenishing the joint-stock banks' cash. 
The result was that some of the banks were able to go on 
buying bills during the whole of December, so that, while 
discount rates hardened to # per cent. for Treasury Bills 
in the first week of the month, they quickly slipped back to 
H per cent., and finally to 2 per cent. 

The end of the year also passed off very easily, and for 
the first time since the war there was no market borrowing at 
the Bank. By December 29th money into the New Year was 
costing up to 2 per cent., but there was no widespread demand. 
January rst fell on a Saturday, and at the Treasury bill tender 
on December 24th, the market applied solely for bills to be 
paid for on January 1st. Hence during the last four days of 
December the market had no money to find for new bills, 
while, particularly on December 3oth, it was obtaining the 
proceeds of heavy maturities of Treasury bills taken up at 
. the end of September. The result was that the market was 
ewell supplied with funds by December 31st, when the banks 
were calling for balance sheet purposes, while thé Government 
had to borrow from the Bank in order to meet the Treasury bill 
maturities. The Bank return for December 29th showed that 
Government securities in the banking department had risen 
since the previous week from £96:5 to {114°6 millions, 
while the floating debt return of December 31st showed that 
as much as £55°7 millions hade been borrowed on Ways and 
Means.from the Bank. The Bank return also showed that 
even by December 29th the banks were well supplied with 
cash dut of the Treasury bill maturities, for bankers' deposits 
had risen since December 22nd from £98:23 to ££120:6 millions. 


P d 


20 " 

In previous years the market has been able to reduce borrowing 
fom the Bank by not paying for Treasury bills at the end of 
December and so making the Government borrow for it; 
but this is the first time since the war that the market has 
avoided borrowing altogether. 

The Foreigth Exchange.—December was, on the whole, 
a quiet month. The New York rate was very steady at just 
under $4.99." The movement of foreign capital out of dollars 
and into gold, which was so pronounced early in November, 
has now completely subsided. This is, shown both by the 
steadiness of the dollar and also by the contráction im the 
London gold premium to ohly 43d. per ounce over the American 
shipping price. Some uncertainty was caused by the expiry 
of the London Silyer Agreement of 1933 at the end of the year, 
for it was not known on what terms the United States would 
continue purchasing foreign silver. "The sterling price of 
silver consequently * weakened, and only recovered on 
December 28th, when it became known that for January 
at least the United States would continue buying Mexican 
silver on the old terms. Francs were weaker than in November, 
first because of pessimistic ,views expressed in France on 
the budget outlook and later because of the French strikes. 
The spot rate for sterling was held at just over Frs.147, but 
the French authorities, particularly during the strike period, 
had to sell a certain amount of gold, Foreign exchange 
Continental rates, such as those on Amsterdam, Brussels and 
Zurich, were very steady. 

At the end of December the Brazilian Government 
introduced new exchange regulations. The Bank of Brazil 
becomes the sole buyer and seller of foreign exchange, and 
after .satisfyingethe Brazilian Government and other official™ 
needs, which have priority, a scale of preference in allotment 
is laid down, payments for imports of goods and export freights 
receiving first preference, and then payments by public 
utility companies abroad, followed by dividends: and profits 
in general, and finally by other remittances. It is also laid 
down that all buyers of foreign exchange are to pay a State 
taxof3 percent. Itis not yet known how these new regulations 
will affect remittances from Brazil. The Bank of Brazil has 
announced initial buying rates of 17$300 per American dollar 
and 86$460 per pound sterling, but it has not yet announced 
selling rates, and it looks as if foreign-owned milreis accounts 
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may be blocked, as has happened upon two occasions in the 


exchange required by the Bank of Brazil for their own and 
Government requirements, and what is eventually decided 


regarding the service of foreign loans. 

The British Exchange Equalisation Account’s gold holdings 
on September goth have been disclosed, and the following 
table shows the total British gold holdings: on that date, 
compared with March 31st last :— 


Mar. 31st, Sept. 30th, 
193 1937 


Bank of England— 
Million fine ounces 
£ millions* 
Exchange Equalisation Account— 
Million fine ounces ... ©... 
£ millions* 
Total— 
Million fine ounces 
£ millions* 


T3: 8 
516-6 


26-7 
we - 186-9 


. 100-5 
703-5 


16:8 
53746 
e 
39-9 
279-3 


116-7 
816:9 


* Valued at 140s. per fine ounce. 
e 


For purposes of comparison with the Exchange Account’s 
gold, the Bank of England's gold is valued in table at 140s. 


Increase 


+ 3-0 
+ 21:0 


+ 13-2 
+ 92:4 


+ 16-2 
+113-4 


past. Much, however, will depend. upon the amount of” 


per fine ounce, in place of the statutory price of approximately 


84s, 11d, per fine ounce. 


During the six months to September 30th, 1937, the 


increase in our gold holdings is £113:4 millions. This 
period covered the gold scare of the early summer, during 


which the British authorities had to buy gold in order to 
support the market. It also covered the June devaluation 


and the early September depreciation of the fanc, both of 


which were accompanied by a further flight of funds from 
France. This big increase in our gold holdings is, therefore, 
not surprising. Since September zoth, there has been some 


net repatriation of French capital, and so our gold holdings 
for March 31st next may be below their level of last September. 


The Stock Exchange.—After «the heavy declines in most 
sections of the market during the summer and autumn, 
December proved a relatively quiet month with only minor 


changes*in prices. 


This is a fact of some significance, for it 


suggests that for the moment a new basis has been reached, 
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and that the full effects have been felt of such developments 
as the disturbed international situation, the world fall in 
commodity prices, and the stock market and general business 
recession in the United States. The ground recovered in 
London at the end of November has on the whole been held, 
and there have" been signs of fresh buying. The formation of 
several new Investment Trust Companies may also indicate 
that markets are thought to have a firmer basis. On the 
other hand, much still depends on the course of events in 
the United States, and it is a little ominous that the fresh 
weakness in Wall Street immediately after Christmas was 
promptly reflected in Léndon. 


British Government securities have remained reasonably 
steady. Foreigt? bonds showed no definite tendency. The 
main event here was the issue of a 4 pes cent. loan of £5,000,000 
to Belgium at a price of 97 per cent. Home rails were also 
very steady, with a slight tendency to harden during the 
month. Industrials were quiet, with little net change during 
the month. Oil shares improved up to Christmas, but the 
proposed Mexican labour regulations are naturally causing 
considerable perturbation. Base metal shares held the ground 
regained at the end of November, but registered no further 
improvement. Rubber shares were dull but steady. Gold 
mines have improved under the influence of the December 
dividend announcements. 


Overseas Trade.—lhe autumn expansion in imports 
continued this year into November, but there was the normal 
slight set-back in exports of British goods. The month’s 
returns are summarised below :— 





e 
. Nov.1935 Nov.1936 Oct. 19327 Nov.1937 
(£ millions) 

Imports pis ec TL5 78:1 96-1 97: 3 
British Exports we 49:4 38:4 41-2 45:2 
Re-exports ... is 4-6 4:3 5-7 5°3 
Total Exports 44-0 42°7 52-9 50:5 

et EE I — 
Import Surplus as 27-5 36-0 43-2 46-8 


—— 0000000000000 RR RRRRARATROMEEHMÉ ne 808080800000 Vitia i PARE 


Raw material imports rose from f£27:9 millions in'October 
to £28:3 millions in November, the comparative figure for 
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November, 1956, being £22'8 ‘millions, The returns for the 


first eleven months of 1937 are summarised below :— M 





Increase (+ 

Description Jan.-Nov., Jan.-Nov., or ( ) 

1936 1937 e | Decrease (—) 
tnn. £ mn. £ mn. 
Total Imports ... ids 5 iex 765-9 935.4 --169-5 
Retained Imports $us sae "T" 7il-3 * 865-2. 4-153-9 
Raw Material Imports ... vis T 222.2 288-3 + 66:1 
Manufactured Goods Imports ... Pis 193.8 251-9 + 58-1 
Total Exports, British Goods ... hig 400-3 478-0 + 777 
Coal Exports — ... ^ — ad 26-8 34.7 + 7.9 
Iron and Steel Exports ... sod ves 32°7 44-2 + 11:5 
Cotton Exports ... se e ee 56-0 63-5 + 75 
British Manufactured Goods Exports... 310.6 371-7 + 61:1 
Re-exports TE fs TA $us 54-6 170-2 + 15:6 
Total Exports... Sear. Seles -— 454-9 «548.2 + 93-3 
Visible Trade Balance ... via we | —311-0 of  —387:2 — 16:2 





The increase in the adverse visible trade balance over 
last year is now £76-2 millions, so that it is clear that the 
year's total increase will exceed £80 millions. This is a rather 
greater increase than seemed likely a few months ago. More- 
over recent researches into our met income from shipping and 
overseas investments suggest that certain modifications may 
have to be made in the calculations of our annual balance of 
payments, Taking all these new factors into account it now 
appears that a deficit must be expected for the year just closed. 


Commodity Prices,—Following their previous sharp fall, 
British wholesale prices recovered slightly during December. 
The month's net increase was from 127:3 to 128: 1 (September, 
1931-100), or o:6 per cent. American wholesale prices 
rallied early in the month, but have since relapsed, and the 
month witnessed a net decline of 2:3 per cent. French whole- 
sale prices rose slowly during December, the total increase 
being 1:6 per cent, In contradistinction to those of most 
other countries, Italian wholesale prices have been rising 
steadily during the whole of the past year. 

The year's changes in wholesale prices show that British 
prices are practically unaltered; the sharp increase during 
the first half of the year having been neutralised by the sub- 
sequent fall. American wholesale prices have fallen by 6-4 
per cefit. French prices have risen by 19-8 per cent. as a 
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result of the year's decline in the franc. Italian prices have 
risen by about 24 per cent. and German prices by just over 
I per cent. 

The official British cost-of-living index number remained 
unchanged during November at 60 per cent. above its pre- 
war level, The index for December ist, 1936, was 51, so 
that there has “been an increase since then of 6-0 per cent. 
Retail food prices were also unchanged during November 
at 46 per ceht. above their pre-war level. The increase during 
the year to December rst last was from 36 per cent. above 
pre-war on December ist, 1936, or 7:4 per cent. After 
allowing for the normal seasonal increase in both index nutnbers 
during the autumn months, there is some evidence of a slight ° 
decline during November. 


9 
e 


"P 25 
Home Reports 


The Industrial Situation 


After making due allowance for the normal autumn 
expansion in business, culminating in Christmas trade, there 
is some evidence of a slight recession in England during the 
past two months. It is not serious, and activity in the heavy 
industries is, on the whole, well maintained, Still, here and 
there new orders are not coming forward quite so freely, 
while the engineering trades are beginning to find it a little 
easier to obtain supplies of raw material. Activity in the 
building industry has been well maintained, but there has 
been a further decrease since last year in the total value of | 
plans passed by local authorities, and this suggests that the 
industry is becoming more dependegt upon Government 
contracts. Home demand for motor vehicles was during 
september and October not quite up to the previous year's 
levels, but better results are expected for the last two months 
of the year. Exports of both motor vehicles and electrical 
apparatus remain good, but exports, of course, represent 
past orders and provide little indication of future business. ` 

"Ihe recession is rather more noticeable in the con- 
sumers' goods industries than in the capital goods industries. 
Both the cotton and wool textile trades were badly shaken 
by the autumn fall 1n prices, but during December there was 
some recovery 1n the woollen industry. Prices became firmer 
and there was a better demand. Other industries such as 
clothing, boots and shoes and potteries report a slight falling 
off in business. - 

Among more general indicators, raw material imports 
are well maintained, while there has been no decline in railway 
goods traffic receipts. The consumption of @lectric power 
is still expanding, and there has been a fairly good demand 
for industrial chemicals. Shipping freights have fallen heavily 
since the early autumn, and this is proving a deterrent to 
orders for new tonnage; but the movement of shipping 
is well maintained. 

On the whole the recesston is so far very moderate. 
Up to November the Economist's business activity index had 
only fallen to 112 (1935100), compared with a peak figure 
of 12734 for August and September. It is indeed difficult 
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to say more as yet than that thé normal autumn and Christmas 
expansion in trade was rather less than usual. Much, of 
Course, depends upon whether there is any recovery in the 
United States after the sharp autumn recession, and here 
political and other considerations make it very difficult to 
foresee even the immediate future. Meanwhile business 
throughout the Empire and also on the Continent is, on the 
whole, well maintained. There is a high degree of activity 
.in Germany: and Scdndinavia, and some improvement in 
France, though the French labour position and rising trend 
of cost of living are naturally disturbing factors. Some 
countries, such as Holland and also certain of the South 
American republics, have*been affected by the recent fall in 
the prices of primary products. 

still, taking the world as a whole, there has been no- 
serious set-back in trade, except in the United States, and 
there appears to be little danger at present of anything more 
serious than a slow*and orderly decline. Should matters 
improve in the United States and should international politics 
take a turn for the better, a new general recovery could be 
expected. 
Agriculture ° ° 

England and Wales,.—According to an official report, 
autumn sowing and cultivation are well forward. Early sown 
corn has germinated well. The potato crop is good and total 
production is estimated at 3,126,000 tons. Root crop bulbs are 
smaller than usual. Mangolds are of sound quality, and 
production is estimated at 3,668,000 tons, Swedes and turnips 
are moderate, and the yield per acre is estimated at 10-9 tons, 
or 0:6 tons less, than the ten years’ average. The sugar beet 
crop is satisfactory and the average sugar content is high. 
The yield per acre is expected to be about 8-1 tons of washed 
and topped beet. Cattle and sheep have made fair progress. 
Supplies of winter keep should be sufficient, but straw may 
be scarce later. Milk yields have shown a fall of more than 
seasonal dimensions. 

Scotland.—The Department of Agriculture for Scotland 
reports that the month of November was the driest on record. 
Although farm work has since been retarded by the wintry 
conditions during December and also by a shortage of workers in 
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some districts, tillage is still fairly well forward. Winteg 
sown wheat is looking quite well. Turnips have been 
lifted in good condition, but while in Lanark and South East 
Dumfries the crop is stated to be of excellent quality, many 
districts report that the yield is below the average. In the 
produce markets, wheat met a dull trade but’ less barley and 
oats have been on offer, and prices ruled firmer. Potatoes have 
tallied a little owing to severe weather conditsons; Kerrs Pink 
being 70s. to 75s. per ton. In the livestock markets, fat cattle 
and pigs were in good supply, but other classes were less 1n 
evidence, Rates in most cases showed a steady trend, with fat 
cattle very firm. s 


Coal | å 


Hull.—Inland industrial demand continues unabated, and 
domestic requirements have increased. « There is also more 
activity in the forward market, Collieries 1n the South Yorkshire 
district are already well sold for 1938 in small sized coals, 
but West Yorkshire, Derbyshire and Nottinghamshire are 
not so well placed. Prices are at present being fully maintained. 


Newcastle-upon- Tyne.—Loading turns are becoming more 
difficult to obtain for all classes of coal, mainly because of the 
increased seasonal demand. Prices, however, have not been 
affected. Coke remains steady. Stocks are low and are readily 
absorbed for home and export business. 


Sheffield.—lhe demand for industrial fuels continues on a 
very satisfactory basis. Export trade, however, is rather quiet, 
as buyers appear to be holding off in the hope of price reductions 
which are highly improbable. Business in household fuels 
is brisk. uu 

Newport.—Coal output has remained at a slightly higher 
level than in the corresponding period of last year, and home 
demand continues good. There has, however, been a distinct 
decline in foreign enquiries which, if it continues, will affect 
shipments. Few collteries are working to capacity, but if 
South Wales and Monmouthshire coals can be sold at com- 
petitive prices there is still a brisk demand abroad to be met, 
which foreign coalfields are trying hard to meet. 


Swansea.—lhe coal market is irregular. Best quality 
anthracites are slack, but inferior anthracites are moving quite 
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satisfactorily, supplies being short for several qualities. Best 
@nthracite large is plentiful and prices are mostly inclined 
to ease. The smaller sizes of broken coals are in "— 
demand, and _ Supplies are extremely short. 


East of S cafland.—1n both Fife and the TN all 
brands of screened coal are well taken up for some time ahead. 
A few odd lots of third-class steams are available in Fife for 
prompt shipment, but smalls of all descriptions are also 
moving away freely on both sides of the Forth. 


Glasgow.—The outstanding feature of the market during 
December was the increased demand for supplies for inland 
delivery. The requirements of household coal depots and 
gas and electricity works expanded considerably as a result 
of the snow and fross, Collieries experienced some difficulty 
in satisfying the needs of their clients, ahd this was accentuated 
by the slowing dowh of production. This in turn was due 
to the hampering effect of frost on the operation of washing 
plants and the unloading of coal from waggons and also to the 
absence of workers on account of the impassable state of 
some of the roads. Foreign, enquiry was still very restricted, 
and the export market was practically at a standstill during 
December, owing to the scarcity of supplies. 


Iron and Steel 


Birmingham.—Price stabilisation has been carried a stage 
further by the fixing of prices for colliery arches and rails, 
and by the continuation of the arrangements in connection 
with scrap. Pag-iron is in good demand in connection with 
rearmament "work, but demand is less heavy in the light 
castings sections, ‘leaving some supplies available to restore 
stocks to a suitable level. Order books are generally well 
filled, but suppliers are not anxious to take on contracts 
for large quantities. 


Sheffield —All branches of the steel trade continue to be 
employed to capacity, and to- day’ s production figures continue 
to break all previous records. Some firms are behind with 
deliveries, and orders on hand are such that prosperity is 
assured for some considerable time ahead. There is a good 
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supply of basic steel scrap and further large imports are 
expected. | . e 


Tees-side.—Iron and steel manufacturers enter the New 
Year with very heavy order books, and prospects of full 
employment for several months in view of the steady demand 
for nearly all classes of material. Pig-iron production in 1937 
reached 2,400,000 tons, a post-war record, and most of this 
was absorbed by the steel works. There i$ still a shortage 
of Cleveland pig-iron, but preparations are in train to increase 
the supply by blowing in another blast furnace. Production 
of Est Coast hematite is sufficient tọ give customers adequate 
deliveries and to enable a small tonnage to be exported against 
old contracts, The advance in price has not checked demand, 
but new business has been affected by the Seasonal quietness 
which has developed. Steel production is'of record proportions, 
but makers have not yet succeeded in overtaking arrears of 
deliveries. 


Wolverhampton.—Castings are in excellent demand, and 
foundries are well employed. 


Swansea.—The tinplate market continued quiet during 
November and the volume of new business was small. Works 
were less busy, being employed at 77:89 per cent. of capacity, 
but undelivered orders on makers’ books are substantial. 
Production for the first eleven months of 1937 exceeded the 
total of the record year 1929. 


Glasgow.—Demand for heavy steel during December 
was of unprecedented magnitude, and as supplies of pig-iron 
and scrap were on a larger scale owing to an incgease in imports 
from the Continent and America, plants were almost in full 
operation. In spite of strenuous efforts, deliveries were still 
in arrear, Activity at the sheet works was not maintained 
owing largely to the lack of export orders for galvanised sorts, 
and partly also to the decline in motor-car production. Tubes 
were quieter, and demand for wrought iron also declined. 
The light castings industry slackened as a result of the slowing 
down of house building activities. Re-rolled steel bars and 
hoops were in brisk demand. In the pig-iron industry sixteen 


furnaces were in blast, and their production was readily 
absorbed. 
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Engineering 


Birmingham.—In most sections conditions are better 
than a year ago, but new business is somewhat scarce. The 
heavy sections are active. Some manufacturers of electrical 
goods are less busy than they were. Steel tubes are in poor 
demand, Some seasonal short time is in operation in one large 
motor works, and seasonal slackness has affected motor accessory 
manufacturers, but most makers of components, in particular 
aeroplane components, remain busy. Drop forgings are satis- 
factory, and demand for constructional material remains 
greater than the supply. . 


Bristol.—Aircraft and general engineering firms have 
continued to be very busy, and there is still a scarcity of skilled 
workers. Immediatee orders have slackened, but most firms 
are very busy on past contracts, and thie lull is assumed to be 
only temporary, due no doubt to the Christmas season and 
the Far East repercussions, The building industry shows no 
changes, the usual seasonal slackening being offset by engage- 
ments of labour on two large contracts. 


Coventry.—Light engineering works are very busy, and 
machine tool orders on hand will take some months to complete. 
The motor industry was somewhat slacker during December, 
but this is not unusual towards the end of the year. 


Leicester.—Home trade continues to be very good, except 
in structural steel work. Export trade 1s fair. 





Manchester.—Business continues to be generally good. 
New orders are still coming forward for machine tool manu- 
facturers, but # few general engineering firms report a slight 
recession in trade. Deliveries of raw materials show a definite 
improvement. 


Sheffield Conditions remain good, and there is still a 
shortage of skilled labour. All sections of the tool trade continue 
busy. Pressure eased a little in some departments during 
December, but this was welcome to manufacturers, as it 
enabled them to catch up with deliveries, some of which were 
long overdue. Export trade continues to show a steady improve- 
ment frorn month to month, and in 1937 was well abeve the 
previous year’s level. 
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Wolverhampton.—General engineers are busy, and makers 

of electrical machinery are still fully employed. Manufacturers 
of passenger and commercial motor vehicles remain active. 


Glasgow.—Clyde shipyards continue busy, and several 
important orders were received during the closing weeks of 
1937. The month of November was in fact the first since 
April in which the inflow of new work exceeded the launching 
output. Marine engineers remain active, . 


Metal and Hardware Trades 


Birmingham.—The general hardware and hollow-ware 
-. trade shows reasonable activity, although there has been some 
' falling off in some directions. The cold rolled brass and copper 
sections remain fairly good. ` , 


Sheffield.—The cutlery trade has been quieter and, contrary 
to custom, there was no last-minute rush of buying towards the 
end of 1937. Both the home market and export trade show 
a considerable improvement over å year ago, and prospects are 
encouraging, The sterling silver and E.P.N.S. sections are 
fairly well employed, and enquiries are satisfactory. 


Wolverhampton.—The sheet metal trades are active, and 
demand for hardware is good, except in the lock section, 
.Where some short time is being worked. The edge tool trade 
1S securing increased business from overseas markets. 


Chemicals 


Trade has been generally fair. A considerable number of 
enquiries for forward business have been received in the 
industrial chemicals section, although orders, for immediate 
delivery have been rather small. The coal tar praducts market 
has been very dull. Business in wood distillation products 
has continued very fair, and demand for pharmaceutical 
chemicals, although small, has remained steady. Overseas 
trade continues to expand. Exports during November show an 
increase in value of £256,345 compared with November, 1936, 
and imports one of £291,958. 


Cotton 


Liverpool.—Conditions on the “ futures" market have 
changed little, and price movements have been small. The 
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latest estimate of the United States crop is 18,746,000 bales, 
an increase of 500,000 bales over the November figure. With 
the publication of the report prices rose about ro points. 
The diversion of cotton into the 9 cent Loan, pledges in 
respect of which now total 3,820,000 bales, is causing a 
shortage of contracts, and the *' into sight " movement is only 
about 400,000 bales more than for the corresponding period 
of last season, when tlle crop was smaller by 6,500,000 bales. 
Very quiet conditions prevail on the “ spot " market. This is 
well illustrated by the forwardings of American cotton for the 
week ended December roth—-116,000 bales to United States 
mills against 206,000 bales last year, and 268,000 bales to the 
world's mills against 324,000 bales. 


Manchester.—sConditions in the yarn market show little 
change. Business is very quiet, and orders of any proportion 
are scarce. The cloth market is also slack, and there are now 
actual instances whefe manufacturers have been requested to 
discontinue deliveries for the time being. There has been 
a fair enquiry, but business booked has been of a trifling 
nature. 


Wool : . 


Bradford.—Quotations for tops have been much firmer, 
owing to the improvement in prices in the primary markets. 
New business, however, is small, as users are reluctant to 
pay the higher prices. 

Huddersfield.— The lull of the past few months continues, 
but there are some indications of a likely improvement. The 
firmness of wool prices is a favourable factor, and the trade 
in spring wear is expected to be satisfactory. Stocks of winter 
goods are still heavy, but demand has increased during the 
recent cold weather. 


Hawick.—A somewhat better feeling is apparent in the 
Border tweed trade. The recent rise in prices has stimulated 
enquiry on the part of merchants at the London Shows, and 
as a result most manufacturers have been buying rather more 
freely. The outlook, however, is very largely dependent on 
conditions in industry generally. Wintry conditions during 
December helped the hosiery branch considerably, some 
sections being quite busy. Spinners could cope with con- 
siderably more work, but dyers are fairly well employed. 
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Other Textiles 


- 
Dundee,—lhere is no evidence of any improvement in 
the jute trade. With the continued easier prices for raw 
jute, spinners are difficult to interest. Business jn yarns and 
cloth is also slow, and buyers are unwilling to respond to 
the prices asked. ° 
Dunfermline,—In the Fifeshire linen trade purchases are 
still on a small scale, and at the moment there appears to be 
little inducement for buyers to do otherwise. After showing a 
slightly easier trend, the position of the raw material is again 
steady. Dry spun flax and tow are meeting with some 
enquiry, but the rates offered are not conducive to much 


business, 


Clothing, Leather and Boots . 


Bristol.—lhere has been a seasonal slackening in the 
boot and shoe trade. In the Kingswood area the firms which 
recently received the export order for 80,000 pairs of heavy 
boots have had an extended contract for about 70,000 pairs of 
the same type, which will keep them busily engaged until 
February. The demand for skilled workers continues in 
the clothing trade. 

Leicester.—Home trade in boots and shoes is still variable, 
but improving. Export trade remains slack. Imports of 
leather footwear for November showed a slight decrease as 
compared with the previous month, but were well in excess 
of the previous year's level. Trade in hosiery is generally 
poor, and December was one of the worst months for the 
time of year ever known. The women's hose department, 
however, continues brisk. Imports of stockings and hose are 
considerably above the level of a year ago, while imports of 
underwear have more than doubled. 

Northampton.—Demand for boots and shoes shows a 
slight tendency to improve. Some firms are short of orders 
for immediate delivery, but for the New Year prospects are 
reasonably satisfactory. Tanners and dressers are experiencing 
a difficult time, but the demand for leather may improve with 
the turn of the year. The heavy decline in foreign orders and 
the reluctance of home buyers has resulted in an accumulation 
of heavy stocks. A revival in buying would soon ease the 
position. 
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Shipping 


Bristol,— lrade improved during December. The register 
tonnage of arrivals at the Port has advanced slightly, and total 
imports foreign and coastwise show a considerable increase 
over a year ago. Stocks of grain in the Port Authority's 
warehouses have increased substantially, while stocks of other 
goods are about normal. 


Hull,—Enquiry is only moderate. Rates continue to rule 
at lower levels 1n all sections. 


Liverpool.—Demand is moderately active from United 
Kingdom coal ports, and rates show little change. Time- 
chartering is quiet for all trades. Homewards from the River 
Plate rates keep at scheduled figures, with shippers showing 
interest for January-February loading. Business is not active 
from the Gulf and Atlantic-America, but there is a steady 
tone for grain, while rates are about unchanged for scrap. 
Australia is steady at as, 6d. per ton premium, and India and 
other Easterns are maintained. 


Newcastle-upon-Tyne.—lhe market is dull in every 
direction. Tonnage is freely offering, and rates continue to 
fall in spite of the 1ncreased costs of working. 


Southampton.—Complete statistics for 1937 are not yet 
available, but substantial progress has been made during the 
year in all directions, and the volume of shipping tonnage 
entering the docks was the largest ever registered. Passenger 
traffic has also been of record proportions, and a very satisfactory 
feature has been the continued development in the cargo 
trade. The industrial development of the new Docks Extension 
Estate is proceeding apace, and the announcement by General 
Motors Limjted in December that in future practically all 
their United Kingdom activities will be concentrated at the 
port, provided further evidence of the recognition which 
industry is giving to the great advantages of the new industrial 
estate. — 

Newport.—The freight market has been decidedly weaker. 
The collapse of the River Plate agreement has had disturbing 
effects on other markets. | Coal'orders from the Bristol Channel 
have been fewer, and the supply of British and foreign tonnage 
rather more than adequate. There is no clear reason for 
this set-back to extend or even persist, but, coming at a season 
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when as a rule shipping expands and freights tend to rise, 
the decline cannot pass unnoticed. 


Swansea.—There is very little demand for any direction. 
The coasting and Bay markets in particular have been extremely 
quiet, and with ample tonnage available rates havé eased, and 
for coasting directions are now at scheduled minimums. 


East of Scotland—There were about 20 vessels on loading 
turn at the Forth coaling ports at mid-December. While the 
Leith Dock trade in November showed a falling off 1n volume, 
as compared with the corresponding period of 1936, it was 
apart from coal shipments fairly satisfactory on the whole, 
and represented a considerable increase on the October figures, 
In the freight markets there has been some fresh enquiry. 
but business continues to be very restricted. , 


Glasgow.—Demand for coal tonnage is of very meagre 
volume, and the freight* market is dull: Business offered by 
shippers in most sections is insufficient to test rates thoroughly. 


Foodstuffs 


Liverpool, grain.—Quiet conditions have prevailed in 
the wheat market, and prices show little variation. The 
statistical position appears to ensure an adequate supply for 
the remainder of the season, with importing countries becoming 
increasingly dependent upon the United States. In that 
country the season’s surplus is estimated at 160 million bushels, 
of which 104 million bushels will be required by importing 
countries. A proportion of this quantity is low grade wheat. 
The Canadian export surplus at 82 million bushels shows a 
fall of 77 million bushels below the 1936-37 season, while 
the indicated surplus for the Southern Hemisphefe is 40 million 
bushels lower than last year, despite a larger Austrafian harvest. 
Broomhall estimates importing countries’ requirements at 
62° million quarters against 72 million quarters actual last 
season. The market for Plate maize has been strong through- 


out the period under review, and current prices at about 


6s. 6d. per cental are at the highest level of the season. 


Liverpool, provisions—There has been a steady demand 
for Continental bacon, with supplies clearing satisfactorily, 
and at the present reasonable prices there has been a good 
demand ‘for American hams. The demand for lard has been 
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better at lower prices. A firm market in canned meats has 
» been evident, with sales well sustained, and canned fruits prices 
have remained steady, with signs of an improving demand. 
There has been little change in butter prices and demand 
has been quiet but steady. Quotations for cheese are a little 
easier, with conditions quiet. 


Fishing . : 


Brixham.—Landings of wet fish during November 
amounted to 4,825 cwts., valued at £5,394, compared with 
4,170 cwts., of value £5,154, for the previous month. Demand 
has been good, and prices are maintained above those ruling 
at other ports. 


Hull.—November opened with a shortage of supplies, 
but fish became moe plentiful towards the end of the month, 
and prices declined. The outstanding feature of the month 
was the decision of the Hull and Grimsby Trawler Owners' 
Associations to lay up 20 per cent. of their fleet in the New 
Year. This indicates the industry's realisation of the need 
for action, and the futility of delaying efforts until measures 
are forced upon it by the Gavernment. 


Penzance.—The herring fishing did not really start until 
the beginning of December. "During the first fortnight of 
that month excellent catches were taken, and boats made 
from {120 down for the week's fishing. Prices were from 
3s, to 6s. 6d. per 124 fish, and demand was keen. 


Scotland.—The line fishing round the Coast was con- 
siderably hampered during December by stormy weather and 
fog, and landings were generally light. Prices have shown a 
steady to firms tendency. 


Other Industries 

Carpet-making.—Kidderminster reports that the carpet 
trade has suffered a severe set-back during the last month or 
two, and most manufacturers are working only three days a 
week. The difficulty is that dealers have heavy stocks 
purchased before July rst, when prices advanced by a further 
IO per cent. Manufacturers also have heavy stocks of carpets, 
and do not wish to make more for stock while raw material 
prices are high. There is, furthermore, a want of confidence 
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occasioned by the depression on the Stock Exchange and the 
uncertainty surrounding international affairs. Trade, however, 
is expected to become normal again by February or March. 
Meanwhile orders for next spring delivery are coming in 
fairly well. It would be a great help if the Import Duties 
Advisory Committee were to recommend an increase on the 
duty of carpets coming from abroad, Belgium being the main 
source, as enormous quantities are imported every month while 
carpet weavers at home are unemployed. * ` 


Paper-making and Printing.—Bristol reports that employ- 
ment has been good in the paper-making section, but there has ` 
— an unexpected increase in unegiployment in the printing 
trade. 

Edinburgh reports that the rise in the price of the cheaper 
kinds of paper forecast in November come into effect this 
month, but so far there has been no' marked increase in 
" forward " buying and conditions generally continue rather 
quiet. The printing trade is still extremely active, but with 
the Christmas influx over, particularly as regards jobbing work, 
some slackening off may be expected. Meantime there is no 
unemployment. 


Fimber.—Hull reports that fhe timber trade is seasonally 
quiet. Business between shippers and importers is confined 
to small spot parcels, but the volume involved is negligible, 
New import business is difficult to secure, but fair quantities 
continue to leave the port and consumption is up to the average. 
Prices may become firmer in the New Year, especially for 
freights where the opening basis rates for the coming shipping 
season are 6s. 6d. per standard in excess of those for 1937. 

Newport reports that pitwood imports in November 
were low, amounting to 2,300 cubic fathoms,ecompared with 
2,600 fathoms in October, and 800 fathoms a year ago. 


Mining. —Redruth reports that work is shortly to begin on 
the iron fields at Perranporth. Very large excavators are being 
brought over from Germany, and mining operations will be on 
a scale never before attempted in Cornwall. The reports on 
the East Pool Mine are still far from encouraging. 
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. Overseas Reports 
Australia 
From, the National Bank of Australasia Limited 


Industrial,. building and trading activities are well 
maintained, but export demand for wheat is quiet. The wool 
market lacks animation, but became broader and stronger at 
the latest sales, closing ro per cent. above the lowest prices 
registered during the season. Recent rains have improved 
summer prospects in the grazing, dairying and fruit-growing 
districts, but a more recent cable says that summer ràin is, 
needed in the western pastoral country of New South Wales, 
Queensland and in the outer areas of Western Australia. 
Pastures elsewhete are fair to good but there is some shortage. 
of summer feed. Wheat has ripened early, the harvest is satis- 
factory, and the expected yield is 150,000,000 bushels. Butter 
production is increasing. 

Imports for the four months, August to November, total 
£37,253,000 and exports £37,745,000 sterling, compared with 
imports of £31,442,000 and exports of {31,451,000 sterling for 
the similar period last year. ° . 

On the Stock Exchange industrials are steady, Consols are 
firm, and metal companies have made a slight recovery. 


Canada . 
From the Imperial Bank of Canada 


General business activity 1s being maintained at or near 
the high recovery level, resistance being shown to the down- 
ward economic trend. The fall in the general economic 
index, which is now about 74 per cent. lower than a year ago, 
has been due largely to the reaction in the security markets. 
Commodity prices have declined moderately, an exportable 
surplus of American wheat and less speculative interest in 
munition metals being the chief factors in the decline. The 
contraction in employment is less than seasonal, the index 
having reached the highest point since the depression. The 
improvement is 15 per cent. above a year ago. Foreign trade 
has continued to increase and last year's credit balance of 
nearly $400 millions will only be slightly reduced. Lumbering 
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activities have expanded, but the expansion in British 
Columbia’s exports has been checked by higher freighf 
rates and a diminution in American demand. Mining is 
active, and it is estimated that the 1937 production of minerals 
will total $435 millions, or well above that of last year. Con- 
struction is lagging but is 25 per cent. above last year. Except — 
for the Middle-west drought area the agricultural season has 
been satisfactory, total agricultural revenue bemg estimated 
at $1,097 millions, or $36 millions over 1936. Credit has 
continued easy, although there has been an increase in the 
current loans of the Chartered Banks. 


India 


Bombay.—The steadiness: of the cotton market in face 
of the overwhelming American crop is due to the fact that 
attention is now focussed on the possibilities of demand and 
Washington's Farm .legislation. This, combined with a 
reduction in the Indian crop estimates, has stimulated mill 
activity. Demand from foreign centres is far from satisfactory. 
A later cable states that a beasish Indian crop forecast has 
been ignored and the market is very firm. In the piecegoods 
market there has been little improvement. Stocks have been 
rising and demand is slack. Prices of British goods have 
remained nominally steady. Heavy arrivals of Japanese goods 
have compelled buyers to be cautious. There has been a 
fair retail enquiry for local goods, - 


Conditions in the yarn market have not been encouraging. 
Confidence among buyers is lacking, owing to the low price 
of cotton compared with high bazaar prices for various 
spinnings. 





Calcutta.—l.ower prices for loose jute aroused interest 
among buyers and a large business was done. The tone later 
became quieter and even dull. Baled jute prices have shown 
a gradual decline. In hessians there have been enquiries 
from America and Argentina, but little business has resulted. 
In heavy goods mills are not selfing on forward positions and 
foreign demand is spasmodic. At the existing price for jute 
both hessians and heavy goods are selling at Rs.20 per ton 
below’ the cost of production. The shellac market has 
remained firm, arrivals being poor and exports satisfactory. 
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There has been a fair demand for all kinds of tea, but prices 

ave tended downwards, The upward revision of the export 
quota from 87} per cent. to 923 per cent. has weakened prices. 
The recent dullness in the hides market has been dispelled : 
by enquiries and orders from abroad, but business is still 
below normal. The goatskin market records a virtual cessation 
of export business with increasing stocks, but prices are now 
beginning to ‘attract buyers. 


‘Burma 


Rangoon.— The rice market has fluctuated narrowly, With 
little business. Heavy and unseasonal rains have fallen all 
over Burma, and it is feared that the crop will be somewhat 
later and in some digtricts damaged. The European timber 
market has continued dull and prices have tended to weaken. 
The Indian market is quiet and unchanged. In the hardware 
market, the usual seasonal buyers from up country have so 
far not materialised. Replacement costs are above bazaar 
selling prices in most lines. 


Irish Free State ° . 


At the end of November farm work was more advanced 
than at the same time last year, and prospects for wintering 
stock are unusually good. Most of the wheat crop has been 
disposed of, the quality being generally above last year’s. 
The lifting of the potato crop has been completed and both 
yield and quality are good. Mangels and turnips gave an 
average yield, though that of sugar beet was below average. 
Owing to the mild weather livestock is in good health and 
condition. At fairs and markets the offerings were about 
normal. Sheep are in good condition and demand 1s strong. 
The number of pigs on offer is diminishing. 


France 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance, for the first eleven 
months of this year was Frs.16,187 millions, compared with 
Frs.8,534 millions last year. This increase is due largely to 
heavier imports of raw materials. 
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The trade returns are summarised below :— 


First eleven months. 


























1936 1937 Difference 
Frs., mill. Frs. mill. Frs. mill. 

Imports— 
Foodstuffs ... 6,904 9,478 + 2,574 
Raw Materials |...  ... 12,072 22,433 +10,361 
Manufactured Articles ... 3,399 5,866 -+ 2,467 

pO- = 

22,375 37,777 ° +15,402 

Exports— 
Foodstuffs ...  .. .. 2177 3,005 + 828 
* Raw Materials " .. 4,965 | 7,636 + 3,671 
Manufactured Articles ... 7,699 10,949 + 3,250 
13,841 21,590 + 7,149 











The franc value of imports has increased by 70 per cent., 
while that of exports has increased by approximately 55 per 
cent., as compared with the first eleven months of last year. 

The number of registered unemployed on December 18th 
was 351,129, compared with 408,336 at the same time last year. 

Railway receipts from January ist to December gth 
are given below. They show an ittcrease of Frs.2,021 millions, 
or 21:56 per cent. compared with the same period last year. 
It must be remembered, however, that railway charges were 
considerably increased on July 2oth. 

Increase since 


Receipts last year 

Fr. 000 Fr. 000 
Alsace and Lorraine 848,310 -- 247,640 
Est " 1,654,529 -+ 340,514 
Etat . 1,776,142 -+ 263,612 
Nord... |... a 1,819,500 -+ 357,039 
Orléans and Midi ... 2,134,633 *. 251,729 
P.-L.-M. toe s.. 3,145,780 +- 560,260 
Total ... 11,378,894 -++ 2,020,794 


Post Office receipts for the month of November, 1937, 
were Frs.369 millions, or Frs.7r millions higher than those 
for the corresponding month last year. For the first eleven 
months of the current year, racéipts amount to Frs.3,746 
millions, which represent an increase of Frs.415 millions, as 
compared with the same period last year, budget estimates 
being exceeded by Frs.209 millions. It will be remembered, 
however, that rates were increased on July rath last. 
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Stock markets have repeatedly shown signs of recovery 
but little progress has been made. The reduced business 
activity in the United States and the persisting low prices of 
raw materials have had a depressing effect. Business was 
extremely dull and the Bourse has been lacking in interest. 
French rentes have not changed, but industrials dropped 
appreciably. Interest rates on the official market for mid- 
December ‘settlement were increased to 32 per cent. against 
2 per cent. at the end of November, 


Le Havre.—Price movements in the coffee market have 
been very irregular. The reduction of the Brazilian export 
tax has disturbed the market position of coffee from other" 
countries. For the purpose of protecting French Colonial 
coffees a licencé*tax of Fr.140 per 100 kgms. has been instituted 
for the import of coffee into France except for French Colonial 
coffee. The seasonal demand has easily absorbed arrivals, 
and stocks at Havre are now down to 637,000 bags. 

The latest American cotton crop estimate published, 
18,746,000 bales, has had but little effect upon the prices for 
futures which have fluctuated within narrow limits with a 
firm tendency. This is due, probably, to the fact that huge 
quantities are being withheld from the market. It is believed 
that the American Loan scheme has already absorbed about 
4,000,000 bales of the new crop, to which should be added 
some 1,700,000 bales of old crop still remaining in the hands 
of the United States Government. Demand has been fair, but 
recent heavy arrivals have exceeded immediate requirements 
and have caused an increase in stocks to 270,000 bales as 
against 208,000 bales a month ago. 


Lille.—1if the cotton market prices remain steady, but 
buyers are adopting a waiting policy in view of the uncertainty 
of future price movements. Large arrivals of new cotton 
have been noted during the last few weeks, both in American 
and in Egyptian growths. Spinners are still well occupied 
on old contracts, but new business is on a small scale for 
special needs. The lower prices are favourable to spinners of 
fine counts, at the expensé of coarser grades where spinners 
envisage the possibility of increased unemployment in the 
near future. In all sections the prospect is overshadowed by 
the new demand of the operatives for an increase of iri per 
cent, in wages in the New Year. 
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Among the flax spinners conditions continue unfavourable. 
On the one hand present high prices of the raw material appear 
likely to be maintained, owing to an expected reduction of 
exports by the Russian Monopoly and the possible scarcity 
of raw material in world markets. On the other hand, high 
production costs have almost destroyed overseas markets, 
and in the internal market consumption continues to decrease 
owing to the high level of prices, which makes linen goods 
almost a luxury article. ` 

For the time being spinners are carrying fair stocks of 
raw material, and weavers are benefiting from Government and 
military requirements, Still, unless general trade conditions 
improve, further reductions 1n working hours will have to be 
considered. | 

Roubaix.— here has been a sharp rise if prices on the 
local wool terminal market, with a small improvement in the 
demand for all qualities of merino and good,crossbreds. Prices 
for noils have also advanced, and there has lately been increased 
activity in this section. due principally to demands for the 
home market. The combing industry is improving, owing 
to the arrival of part of this season's clip, and many combers 
are now working at about 60 per*cent. of normal instead of 
50 per cent. as has been the case for some months past. Very 
litle business is being done 1n yarns and spinners are badly 
in need of new orders. The carpet and upholstery cloth 
trades remain very quiet, production being about 30 per cent. 
of normal. In view of the rise in the cost of living local 
operatives are demanding an increase in wages of 1r per cent. 
lhe mill owners have rejected this demand, as already 
production costs are too high. It has been decided to try 
to settle the matter by arbitration, but if agreement is not 
reached it is feared that a strike will take place in the early 
part of this year. Stocks of tops at 7,444,000 kilos show 
a very small increase on the month, but are 224,000 kilos 
less than a year ago. Unemployment figures show little change. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Business in the commodity markets and on 
the Stock Exchange has been quiet, but in.the last few days an 
improvement has appeared. There has been a firmer tendency 
in wool, and although the advance has not been fully main- 
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tained, the present undertone is firm. Stocks of grain are 
fairly heavy. Consumption remains somewhat disappointing, 
and local prices have not rallied in sympathy with the rise 1n 
Winnipeg and other primary centres. Business in coffee 
remains restricted and the market in building materials and 
timber continues inactive, The diamond trade is very quiet. 

Brussels, —Business in iron and steel remains quiet and 
restricted. The recent decision of the International Steel 
Entente to maifitain current prices for basic steel and sections 
until June 3oth, 1938, may, however, remove some of the 
hesitancy recently shown by buyers. As regards prices for 
plates and sheets, American prices still have the advantage, 
and certain adjustments will be necessary. ° 

The demand for household coals remains active apart 
from coal of high and medium volatility, where sales are 
rather difficult, Exports to France are also somewhat restricted, 
Belgian prices comparing unfavourdbly with French prices. 
Business in industrials is less brisk and stocks have been 
further increased. : 
Germany 

November witnessed en increase in unemployment of 
only 71,000, which is small for the time of year. The recent 
changes at the Ministry of Economics have given rise to some 
discussion regarding the future of the Stock Exchange. Under 
the present economic system there is still need for a capital 
market, to obtain new funds both for industrial enterprise 
and for Government consolidation loans. On the other hand, 
cash dividend payments are limited to 6 per cent., and under 
the new Capital Stock Law, any surplus dividends will be 
paid to sharehplders in the form of Tax Redemption Certificates. 
These last can be realised in the bond market, but only, it is 
expected, at about 78 per cent. of their face value. The fact 
is that entirely free operations in the capital market and also 
the right to earn and distribute unlimited profits are hardly 
compatible with the new economic system of the country. . 

The new 4i per cent. consolidation loan of Rm.r,ooo 
millions, issued at 98$, is, the largest of all the consolidation 
loans so far placed. e 

In spite of the prevailing activity in the building trades, 
there is a growing housing shortage. Most of the new; building 
is for public or industrial purposes. In consequence of this 
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shortage the control over rents and also the provision for 
security of tenure is being extended to include medium-sized 
flats as well as small flats. 


Holland 


Developments have been less favourable of late, this 
being mainly due to the prevailing uncertainty in the United 
States, to the fall in commodity prices and to the general dimi- 
nution in purchasing power. The textile industry, among 
others, has recently had to curtail production. The temporary 
exchange advantage obtained through the devaluation of the 
guilder in September, 1936, has now come to an end. The 
recent increase in unemployment is more than seasonal. 
The diamond industry has suffered particularly. Shipbuilding, 
however, is still prospering, and as the Reyal Dutch Oil 
interests have commissioned a number of fankers, no change is 
expected for some time. ° Foreign trade declined in November, 
. particularly as regards imports, but the returns are still above 
last year's level. The wholesale: price-index number fell 
during November from 77 to 76:3 (1926-30 100). 

A credit of Fl.150 millions has been granted to the French 
Railways by a group of Dutch Bankers, gold being bought 
from the Dutch Exchange Equalisation Fund for the transfer. 
Consequently the Netherlands Bank's reserves have fallen by 
Fl.9 millions to Fl.1,365 millions. Idle balances at the 
Netherlands Bank have also fallen, but as they still stand at 
the large total of Fl.702 millions, money remains abundant. 
Nevertheless, there remains unsold Fl.r25 millions of the 3 
per cent. Netherlands East Indies Conversion loan issued in 
September. Several domestic loans have been fully sub- 
scribed. The Stock Exchange has been dull, but the tightening 
of the rubber and tin restrictions and the higher tea quota have 
been well received. l 


Norway 
The trade returns for November are summarised below :— 
Nov. Oct. Nov. 11 months 
1936 1937 1937 1936 1937 
Kr. mill, Kr. mill, Xr. mill. Kr. mill. Kr. mill. 
Imports ... 95-1 93.4" 132.2 832.1 1,1864 


Exports ... 690 70-5 80.2 6107 737.0 


m-——————A"uly Ati ortumuns nc te 





Importsurplus 26-1 22.9 52-0 221-4 449-4 


— OMNI NARMS 
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The Central Bureau of Statistics has revised the Norwegian 
*index number of industrial production, The base period is 
now the year 1935. The new figures are given below :— 
Home Industries Export Industries All Industries 
Sept. Oct. Sept. Oct. Sept. Oct. 


1934 ea 102 96 105 103 101 97 
1935" a... 108 107 97 94 105 104 
1936 "a 126 125 110 114 118 117 
1937 - ... 141 137 97 105 123 i22 


The wholesale price index at December 15th shows a 
decline of one point to 159 in the month (1913=100). The 
cost-of-living index at November 15th was unchanged at 
171 (July, 1914=100). 

The national accounts for the first quarter of the fiscal 
year 1937-38 show a net deficit of Kr.3-8 millions against 
Kr.16:8 millions last year. A number of new loans and 
conversion loans haye been heavily over-subscribed. 

The freight market in November moved downwards, 
but it is hard to say if this is the turning point or only temporary. 
Norway's freight receipts in 1937 are expected to rise from 
Kr.495 to Kr.800 millions. At the beginning of the month 
110 ships of 536,000 ton gross were under construction. . 

Farming conditions have been very favourable, and both 
quantity and quality of farm products -have been excellent, 
the quantity constituting a record. | 

The number of unemployed at November r5th was 
22,239 against 29,063 a month earlier. 


Sweden 

The economic situation is still, on the whole, favourable, 
but there are signs of incipient uncertainty, especially in regard 
to some important export markets. The timber market 
showed a more than after-season slackness, and prices are 
now about 15 per cent. below their spring level. The rise 
in prices early in the year was clearly excessive, and in spite of 
a IO per cent. cut in export quotas sellers have failed to market 
even the reduced quantity allowed to them. Up to ` 
December rsth sales are,estimated at 735,000 standards, 
whereas the quota is 820,000 standards. The paper market 
has been influenced by the surplus stocks in the hands of the 
American paper mills, due largely to earlier speculative 
purchases. The market for pulp manufacturers is thus 
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completely stagnant and 1s expected to remain so for two months 
or so. This will not immediately affect the Swedish mills, 
as only 15 per cent. of the estimated production in 1938 
remains unsold. Mechanical pulp has also been quiet. 

The paper market is now beginning to feel the effects of 
the early autumn reaction. The paralysing of the Chinese 
market 1s a severe blow, but consumption in northern Europe 
is well maintained. Buyers are holding off as.long as possible. 
A good proportion of the 1938 newsprint production has been 
well sold, and there is a fairly good demand on the kraft paper 
market. Nevertheless Scankraft and Scangreaseproof have 
both decided on a 1o per cent. reduction in output. 

Poor demand on the iron market is believed to be primarily 
seasonal. It has not, therefore, further affected prices, which 
are expected to remain unchanged until the meeting next 
March of the European steel cartel. Certain iron-works 
are suffering from a shortage of water. The supply of orders 
for quality steel is running low, but prices are maintained. 


Denmark 


The butter market has again been firm, prices having 
risen from Kr.256 to Kr.283 per 100 kilos. Eggs are quoted 
at Kr.166 against Kr.160 a month ago, and bacon at Kr.170 
against Kr.164 per 100 kilos. The foreign exchange reserves 
of the National Bank have risen further from Kr.31:8 to Kr.53°3 
millions during the month to December 20th. The new Import 
License Bill has been passed. Goods to a value of Kr.460 millions 
are now on the free list and others will follow. A new Trade 
Agreement for 1938 has been signed with Germany. It 
follows the same lines as the previous Agreement, in that 
Danish sales to Germany during each quarter will be governed 
by Danish purchases from Germany during the previous 
quarter. Danish farm exports are expected to increase. 

The wholesale price index dropped in November from 
148 to 146, Both import and export goods indices fell 5 
points to 159 and 160 respectively. The freight rate index for 
November was 23:3 points lower at 176:2, compared with 
138:9 a year ago. The number,of unemployed at the end of 
November totalled 107,101 or 24:3 per cent. of all registered 
workers, compared with 20 per cent. a year ago. Unem- 


ploymertt has risen in the building, textile and boot and shoe 
industries. ' 
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Switzerland 
` From Lloyds & National Provincial Foreign Bank Limited: 


During the last month Federal Bonds have been very 
firm, many of them now being at record prices. There is 
still a considerable demand, but the supply of bonds available 
is small, The town of Geneva recently issued a loan of 
Frs.20 millions*to provide funds for the construction of a 
new electric power station in the Canton of Geneva. The loan 
is for thirty years at 34 per cent., and was issued at 98. Public 
subscriptions were invited for Frs.r5 millions and the loan 
is reported to have been over-subscribed several times. ° 


The winter resorts report good bookings and are looking 
forward to an even þetter season than last year, Reports from 
all the centres indicate that the snow is already quite good. 


Morocco 


From the Bank of British West Africa Limited 


Business generally has' been quiet in the French zone 
during tlie past month. Retail sales were reduced during 
the Past of Ramadan, now concluded, while the continued 
good rains everywhere also affected trade by keeping the 
natives actively engaged on the land. Purchasing power is 
also low and credit is restricted. Imports into the French 
zone during the first nine months of 1937 reached 728,543 
tons valued at Frs.1,206 millions, and exports 1,685,440 
tons valued at Frs.gor millions. The prices of Japanese 
textiles are rifing following increases in Japan and trade is 
moderately fair. Tea prices are falling with large arrivals 
from Shanghai. Barley and maize continue to be imported 
duty free to alleviate famine distress in Southern Morocco, 
Mineral production in the French zone is being accelerated. 
In addition to upwards of ri million tons of phosphates 
exported annually, iron-ore is now being exported up to an 
amount which it is estimated, will reach 300,000 tons a year. 
Exports of anthracite coal should reach over 100,000 tons a year 
and those of manganese 50,000 tons a year. Exports of lead, 
zinc, cobalt, molybdenum and tin are also growing? Other 
new exports include tomatoes, which now compete in time 
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and quality with the Canary Islands, canned and fresh fish 
including excellent sardines; and oranges, for all of which 
expanding markets are being found 1n England and 1n Europe. 
An effective system of State control maintains a good standard 
of quality. 


The United States 


At the recent meetings of the National Association of 
Manufacturers the consensus of opinion apparently was that 
the regent business set-back was due chiefly to uncertainty 
ever the Government's plans and also to labour troubles. 
Recent trade figures are not encouraging. The Stock Exchange 
continues gloomy and rallies are of short duration. Brokers’ 
loans fell by nearly $38 millions during November. Money 
tates are still very easy. * 


Raw sugar prices have eased of laté. 4,852,050 tons 
out of the import quota of 5,160,632 short tons, for 1937, 
have already been received. The unexpectedly heavy cut in 
rubber quotas for the first quarter of 1938 has strengthened 
the market, but profit-taking has «emoved some of the im- 
provement, Non-ferrous metals are dull. Copper stocks 
are increasing and a cut in production is expected. Zinc 
has suffered heavily, lead is unchanged, while tin has fluctuated. 
During November, 38 pig-iron furnaces were put out of blast, 
leaving only 113 in operation. Output in November totalled 
2,006,724 tons, an average daily production of 66,891 tons 
compared with 93,111 tons in October. The steel mills 
were working at 381 per cent. of capacity in November, com- 
pared with 58 per cent. in October. ° 


Exports of cotton up to November 13th totalled 2,776,705 
bales, last year’s comparable figure being 2,492,733 bales. 
The cotton crop estimate at December rst of 18,746,000 
bales, or an increase of 500,000 bales in one month, had no 
effect on the. market. Large amounts of cotton are now 
going into the Government's hands, 3,077,576 bales having 
been pledged by December 2nd against advances of 
$136,093,289. The piece-goods ‘trade shows a small im- 
provement, due to a slightly better demand for finished goods. 
Print cloth manufacturers, however, are understood to have 
decided upon a curtailment of 25 per cent. 
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South America 
From the Bank of London and South America Limited 


Agriculture.—Recent cables state that more rain is needed 
for the maize crop. The first official estimate of the 1937-38 
fine cereal crops 1s given below :— 


Wheat Linseed Oats Barley 


i . (tons thousand) 
Average 1932-33 to 1936-37 6,305 1,721 811 661 
1936-37 harvest... cats 6,782 1,935 792 650 
1937-38 First estimate ... 5,225 1,585 710 540 


The relative low eStimate for 1937-38 indicates the extent 
of the losses due to the prolonged drought, locusts, and the late 
frosts, but infermation obtained since the issue of this estimate 
permits of a rather more hopeful forecast. The condition 
of the wheat and linseed crops is new described as “ medium 
to good." The cofdition of cattle is variable, being satisfactory 
in the River Plate districts and bad in the districts approaching 
the Andes, The wool market has improved during recent 
weeks, partly because of German buying. The Trade Agree- 
ment with Germany has,been extended for a further two 
years as from January 1st, 1938. i 


Brazil.—Reference to the new foreign exchange regula- 
tions is made on p. 20 of this issue of the Review. Coffee 
exports from Santos have lately been both below normal 
and also less than recent expectations. Following the decision 
to place the coffee export trade upon a competitive basis, 
it had been hoped that December shipments would exceed 
1,000,000 bags, but up to December roth only 386,556 bags 
had been loaded. Apparently business has been held up by 
uncertainty regarding several complementary measures to be 
taken officially in order to assist the industry. The general 
impression is that the authorities intend to lower the price of 
Brazilian coffee abroad sufficiently to enable Brazil to regain 
her lost markets as far as possible, but it is also thought that 
the authorities are reluctant to leave planters entirely un- 
supported. Meanwhile the exportation of all types of coffee 
is now permitted, provided that the coffee is in good condition 
and does not contain more than one per cent. of impurities, 
This change should stimulate exports to markets dealing in 
low grades. 
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Uruguay.— The Chamber of Deputies has approved the 
new law for the devaluation of the peso and the revaluation 
of the gold holdings of the Issue Department of the Banco 
dela Repüblica. The peso is being devalued to a rate giving 
parity with sterling at the rate of 7-60 pesos per pound. This 
is the current general export rate, and the exchange rate for 
imports remains at 8: 58 pesos per pound sterling. The revalua- 
tion of the country's monetary gold stocks will create a surplus 
of gold available to meet immediate exchange requirements 
without depleting unduly the national gold reserve. Foreign 
exchange arising out of wool exports 1s saleable to the authorities 
at a pfeferential rate of 8 pesos per pound sterling, and this 
has stimulated the wool markets. Beneficial rains during 
December have helped the camps, and sanitary reports on 
livestock are satisfactory. 


Japan . 


Business in lokyo remains very active, especially in the 
heavy industries. The textile trade, however, has had to 
curtail operations still further. Efforts to improve the trade 
balancee have proved successful.* Imports have contracted, 
while exports have been maintained, thus creating an export 
surplus, Commodity prices have turned upwards. Sentiment 
has improved with the fall of Nanking, and Stock Exchange 
securities have appreciated substantially, The currency 
expansion continues, but the turn of the year was expected 
to be negotiated without difficulty. 
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BANK OF ENGLAND . 

Issue Department 


`” Other 
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N Govt, Oth Sil Fiduol 
Circulation. Debt. Be cieHise: Securities. Coin, desüe d Gold. 
£ mn. £ mn. £mn. | Emn. £ mn. £ mn. £ mn 
End March, 1931 | 357-1 | 11-0 | 232-0 | 12-9 | 40 | 260-0 | 144-5 
»  » 1982| 3605 | 1L0 | 2409 | 19-3 | 38. | 275-0 | 120-8 
, 3 1934 | SI8-8 4*5 191-1 
E », 1935] S38L:4 20.1 192-5 
2; » 2936] 406-5 200-6 
j » 1937| 47358 313-7 
Dec.22, 1937| 509.3 226-4 ° 
Dec.29, 1987 | 505-3 326-4 
* 
Banking Departmert 
TT P ^ 
: ’ Govt. (Discounts! Other 
Bank: Oth Pel 
Deposits. | Deposits. | Deposits. || Secure |. and | Securi- | Reserve. || Piian, 
£ mn. £ mn. " £mn £, mn £ mn. £ mn, £ mn y^ 
End March, 1931 | 17-2 | 58-8 | 347 || 30-3| 94-6 | 25-7 | 48-3 || 43-6 
», p» 182| 22 | 546 | 34:4 | 35-7.) 11-7 | 5L1 | 35:9 | 30-9 
, » 184| 175 | 965 je369 | 77-1] 5-6 | 11-0 | 734 | 49:2 
», » 195, 201 | 966 | 41-2 | 876| 5:6 | 14 | 71:7 || 45-3 
» »-. 19356| 180 | 83-6 | 37-0 | 80:3| 5:0 | 16-7 | 54-9 | 39:6 
» g 1937 | 52:2 62°35 48-5 100-5 7-1 | 99-9 | 40-8 22-7 
Dec. 22, | 1937| 108 | 98-2 | 36:5 | 96:5| T:5 | 21:5 | 38-0 | 26-1 
Dec.29, 1937| 1L:4 |120-6 | 36:6 | 114-6} 9:2 | 20-9 | 41-9 | 24-8 
LONDON CLEARING BANKS (monthly averages) 
Accept- Balances| Call i | 
| Deposits. | ances, | Cash end and Bill Invest- 
. P Sh ills. f Advances. 
|t [ees cteaues| yino uen 
£ mn. £ mn. £ mn, £ mn. £ mn, £ mn. Pann. £ mn. 
March, 1931 | 1,763°9 | 121:5 | 184-0 | 43:5 | 114-1 | 240-4 | SIL:1 | 936-1 
» 1932 | 1,676°4 98.7 | 174.0 | 43-4 | 112-5 | 216-8 281:9 | 902-1 
» 1934] 1830-6 | 112-8 | 219-9 | 43-5 | 120-4 | 202:1 547.1 753:0 
, 1935| 1,923°3 | 117-7 | 214-0 | 43-6 | 133-4 | 207-0 | 614-4 | 766-8 
, 1936") 209-3 | 105-2 | 216-7 | 53-8 | 162-4 | 252-0 | 635-1 | 849-2 
, 1937 9,244.2 | 122-5 | 235-8 | 62:7 | 169-8 | 247-8 | 667-4 | 934-4 
Oct,  1937* 2,312-4 | 116-0 | 233-9 | 59-2 | 164-6 | 296-1 | 639-0 | 983-8 
Nov., 2,3108 | 115-2 | 234-9 | 61-0 | 160-5 | 297°5 | 6337 |. 986-2 


edi | 





* Includes the District Bank. 
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LONDON BANKERS' CLEARIN G HOUSE RETURNS 








Town Metropolitan Country Total 

Clearing Clearing Clearing 
1930... s ss] 38,788 3,964 45,508 
191.. oo. ow we | 31,816 2,752 36,236 
1932 a |... a ..] 27834 1610 | 2668 | 32,112 
1933... se |o BT, TES 1,657 2466 | 33,138 
1934... 0 se 30/740 1760 | 2984 1 35,484 
1985... e | S244 1,887 | 3,229 | 37,560 
4936... — s nee | 35089 2,040% | $559 | 40607 
1936 to Dec. 30 ...  ..| 34857 2,032 3,524 | 40,413 
1937 to Dec.29 ...  ..| 36,406 2,148 i 3179; 42,333 
1936, Dec. (4 weeks) m | 5,951 100 ; , 3H | 3,843 
1937, Dec. (4 weeks) — ..| — 2,434 159 | 276 | 2,869 





BANKERS' PROVINCIAL CLEARING RETURNS 




































E Mar., | Mar, | Mar, | Mar. | Mar., | Mar, | Mar, | Oct, | Nov., 
1929 | 1932 | 1933 | 1934 | 1935 | 1936 | 1987 | 1937 | 1937 
£mn.|£mn.| £mn.| £ £ mn. | £ mn. | £ ^£ mn. 


mn. .| £ mn. | £ mn. 
Birmingham... 11-3 9:6! 107! 11-3] IL-l; 10:9 














| 
4°6 | 5| 55 | an 3° 


| | | 


———MM Eh th corte €—M agp MM" MA tear „m ee — am a 9m 


Bradford 59| 34] $3| 42| $8| 47 | 4-6! 41| 3-6 
Bristol 531 49 | 50, 54| 49) 55 55| 59| 59 
Leeds 441 $8, $8, 44) 43 | $9| 48, 45| 3-7 
Leicester $6| 51 3 $1, $3| 28| 51 24] Gr dug 
Liverpool ..| 342] 25-6| 25:6! 26-8| 25-8| 27-5) 35:8 | 300] 27-3 
Manchester... | 56-0] 426 | 421] 461] 428] 44-9! 50-7) 48-7) 46-3 
Newcastle-on- i ' | | | 

Tyne 65, 57| 65i 69| 55, 5T7| 6&3 | Tl! 66 
Nottingham 2:8 | 1:9 | 1:9 | 2:0 20 b 2'1 | 2:5 E 2:4 al 
Sheffield 4 i m 43] 6:0 2 46| 47 





E | 141:2 | 106-2 | 107-7 | 117-2 | 108-1 | 115: s | pes 6 | 125-7 | 118-1 
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End March, 


33 3 
5 35 
1 » 
3 39 
45 3$ 


Nov. 24th, 
Dec. 29th, 





London 
on 


New York— 
fa) Spot  ... 
(b) 5 months 
Montreal - 
Paris— 
(a) Spot  ... 
(b) 5 months 
Berlin— 
(a) Official .. 
(b) Registered 
Marks 


Zurich = T" 
Stockholm  ... 
Madrid see 


Prague IT 
Buenos as 
(a) Export .. 

(b) Import ... 
(c) Free 
Rio de Rao 
(a) Official .. 
(b) Free 
Valparaiso 
Bombay I 
Hong Kong ... 
Kobe ... 
Shanghai 


Gold price  ... 


Silver price `... 


LONDON AND NEW YORK MONEY RATES 


Eee 2 
S E TAOANGA NAAANINAG LAUD 


LONDON ; New Yonk 





Treasury Bills 


F.R.B, 
3 Months’ Short Re~ Call. | Accept- 


Tender! Market Bank Bills Loans discount | Money ances 


Rate 


Rate Rate 


— M | ]| m QM HQá——Ó— | m ——nÓe serve | Cr oet riti de PHA HH. Heat letter] aia ii iii itii intrare mr m. 











1931 21$ | 2,,-28 | 29-03 | 2-21 
1932 | 3h | 25 1$ 22} | 2-3 3 24 24 
1934 33 5 i1 1 1 i 
1935 2 i i-i$ terè i-l 1} 1 X 
1936 | 2 i $$ i-l 1} i ts 
1937 | 2 | à à * il | 1b | 1 Ys 
1937 | 2 | 2 |e 39 i 1-1 1 1 oe 
4 Te 
1937 | 2 | 3 | $ ÓA-$ | 21] 1 1 i 
. FOREIGN EXCHANGES 
1925 |° 1936 1937 
Dec. 27 |» Dec. 30 Dec. 15 | Dec. 22 | Dec. 29 
4-93 4-9015 4-991 | 4-9943) 4:9928 
lic. pm. | $$c. pm. $c pm. |i$c.pm. | 48c- pm. 
4-971 4-903 ^4-99:2 | ^ 5-001 | 5-003 
7431 1054  |l4^ | 1478, | 1474 | MES | 1474 
Fr2j, dis. Fr.2 4s dis. |Fr.244 dis. | Fr.2} dis. |Fr.A15 dis, |Fr.444,dis. | Fr.4¢ dis. 
12.264 | 12-20 12.328 | 12-392 | 12:393 | 12:403 | 12-403 
47% dis.| 54% dis. | 48% dis.| 46% dis.| 464% dis. 454%, dis. 4719, dis. 
7-274 8-961 8-981 | 8-98, 8-983 82| 8-98.25 
29-30i | 29.13 29-34 | 29-394 | 29-40 29-43] 29-463 
6144 93} 9413 9414 95 95 95 
15:19 21°37 21°59 | 21:601 | 21-60} | 21-602] 21-613 
19-40 19.399 | 19-391] 19-404] 19-404 | 19:40 | 19-40 
364 66-00* | 80* 80* 80* 80* 80* 
264 263 263 264 264 264 264 
119% 1401 1413s | 1423, | 142i 1424, | 1423 
15 15 15 15 15 15 15 
17-02 16-00 16-00 | 16-00 | 16-00 16-00 | 16-00 
18°21 16:11 17-02 | 17-02 | 17-01 17-02 | 17-00 
578540 | 558500 | 558500 | 558500 | 558500 | 558500 | 558500 
893400 | 828500 | 878100 | 888500 | 878700 | B7$800 | 928000 
126 1314* 124.84* | 124-95* | 194-92* | 124-94* | 124-95* 
184d. 184d, 183,d. | 183d. | 184d. | i18jd. | 183d. 
ipd, 15d. 5d. 15d. 15d. 15d 15d. 
1/24, 1/138 /2 1/2 1/2 1/2 1/2 
144d, 144d. 41d. | 144d. | 143d. 1444 143d. 
141s, Od. | 141s. 8d. | 140s.04d. 1139s. lld.| 139s. 9àd. 139s. 8d. | 139s. 64d. 
* Nominal.  n.q. =No quotation. 
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PUBLIC REVENUE AND EXPENDITURE 


REVENUE— 

Income Tax - is 
Sur- Tax gee MEN T 
Estate Duties ... ead ies 
Stamps "m sie Tn 
Custotus TM € Vis 
Excise Sue 

Motor Vehicle Duties 
(Exchequer Share) ss 
Other Tax Revenue ... vek 

[ Jj 
LÀ 

Total Tax Revenue... oe 


Post Office (Net oe En 
Post Office Fund  ... see 
Crown Lands 

Receipts from Sundry Loans 


Miscellaneous Receipts vas 


Total Non-Tax Revenue i 


1936-7 xn. 
1933-4 | 1934-5 | 1935-6 | 1936-7 to 
Dec. 26 Deo 25 


Meera italien | M À | I e—Q— M ——]——eÀ| €! | ———— | "0mm mmn 


POOO TOTO M | em—á— Qn | € À— ]Han i 


683-5 | 683°4 | 713-2 | 755-7 | 414-3 444.2 





0-1 — — 
«.2 | L L4| 14 | 11] 10 
4-7 | 44 | 49h 45 | 3:6 | 4:3 
02-1 | 151 | 21-7 | 24-6 | 14-7 | 101 
41-1 | 33:0 | 39:7 | 41-6 | 29:3 | 25-6 








MITIS PIHPHPHR PHP a i i ENTITY MIT RRR i He P miniis d 
pu—————— E — — 


Total Ordinary Revenue pui 
+ 

Post Office... uae wag 

Road Fund ... les a 


Total Self-balancing Revenue... 





EXPENDITURE— 
National Debt Interest was 
Payments to N. Ireland ... 
Other Cons, Fund Services... 
Post Office Fund  ... vs 
Supply Services idi TP 


Total Ordinary Expenditure ... 


Sinking Fund .. ue 
Payments to U. s. Govt, one 


Self-balancing Expenditure 
(as per contra) vr aes 


nF err Óe ennt ÓPMÓ| It — | tals i 
————— 





rmn em imma eit Ha a 
nr | M eteneÀ | ÀÀ"ÀÀ—— — tite EHE EUER HA IRI Hr ARREST 
EET EUER —— 


212-9 | 211-6 |211:5 | 210-9 | 177-5 | 181-8 
6:6 6-8 7-2 8:0 4:8 5:3 
4:1 3°6 5°7 38 1-8 2:0 
— 2:5 del 0-4 0-4 — 

458-8 | 472-2 | 512-0 | 567-2 | 395-1* | 448-5 


a mmm meme se etri erii 
ET | nM nm ÍÁÁnctPóiÀ E € ÀÀ——Qà€———— | na— 
——— 


682-4 | 696-5 | 737:5 | 789-7 | 579-6 | 697.4 


metet mine total ia 
—————À 
MÀ MÀ | iii À—À7 
m———————d o ((— —— 


12:3 12:5 13-1 — — 


m. 
uie carminis S R | tm € € 


s 
81-8 88-2 91.9 99-5 50-4 55-2 


AO ELON NC t t ————— x 
+ Motér Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-57, 
. now added to Revenue and Expenditure figures for purposes of comparison. 
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! PRODUCTION 

| Coal | Pig-Ifon Steel 

Toni dons "A To E Too | Bir 

» 1925 ... 2 | 2432 6,262 1,585. 

» 1929 ae xus 257-9 7,589 9,636 
» 1930 "CEP D 243-9 6,192 1,526 
zd Lu Cus ak 219-5 3,773 5,208 
» 1932 Sie e AS 208-7 3,574 5,261 
„ 1933 e se wi Øri 4,136 7,084 
„ 1934 me. ue n 221-0 5,969 8,850 
» 19385 0 222-9 6,426 9,842 
3c. d98O... uus ce e |. OBS 7,686 11,705 
Total to Nov., 1926 —..  .. 188-7 * 63 9,685 
° 220-0 7,713 11,860 


Total to Nov., 1937 








BOARD OF TRADE PRODUCTION INDEX NUMBER 
(1930 = 100) 



















1935, | 1936. | 3rd Qr.| 4th Qr. | Ist Qr. | 2nd Qr.| 3rd Qr. 


OE emia nn fe | a À—Q R 9 | rt MM aa 


91:7 | 9*4 | 89-7] 99-0 | 99-4 | 100-5 | 95-6 
125-6 | 150-1 | 149-1 | 155-6 | 158-1 | 165-6 | 165-5 
137-3 | 143-8 | 145-3 | 154-0 | 154-4 | 166-7 | 173-7 
105-1 | 123-3 | 121-7 | 132-4 | 136-4 | 138-2 | 131-2 
147-0 | 157-1 | 164-7 | 157-3 | 148-5 | 155-9 | 161:6 
119-1 | 126-4 | 122-2 | 130-2 | 130-1 | 125-1 | 127-1 
112-0 | 115-4 | 111-2 | 120-6 | 121-8 | 125-9 | 122-5 
116-0 | 120-7 | 116-4 | 119:6 | 120-6 | 121:3 | 117-7 


Mines and Quarries ... 

Tron and Steel 

Non-Ferrous Metals ... 
Engineering and Shipbuilding 
Building Materials and Building 
Textiles sve 
Chemicals, Oils, etc. ... 


Leather and Boots and Shoes 


Food, Drink and Tobacco 107-6 | 114-5 | 115-2 | 121-2 | 111-2 | 124-9 | 121-9 
i 3 MEM ex ro AIEEE Irc at 





` Total* ... 113:6 | 124-6 | 122*5 | 132-2 | 131-7 | 1354 | 131-2 


* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
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UNEMPLOYMENT 
(a) Percentage of Insured Workers 


Date 1929 1930 1931 1932 1934 1935 1936 1937 
End of- 

January 12°3 12-4 21:5 22:4 18-6 17-6 16-2 12-4 
February 12-1 12:9 21:7 22-0 18:1 17:5 15-3 12-0 
March | 10-0 15:7 21-5 20-8 17°2 16-4 14-2 11:6 
April 9:8 14.2 20-9 21:4 16-6 15-6 "13-6 10°5 
May 9-7 15:0 20-8 22-1 16:2 15.5 12-8 10-7 
June 9-6 15:4 21:2 22:2 16*4 15:4 12:8 10-0 
July 9.7 16:7. | 22:0 22-8 16:7 15:3 12-4 10-1 
August 9:9 17-1 22:0 23-0 16-5 14-9 12:0 9-9 
September | 10-0 17°6 22.6 22:8 16-1 15-0 12:1 9.7* 
October 10-3 18:7 21-9 21-9 | 463 14:5 12-0 10.2* 
November | 10-9 19-1 21:4 22:2 16.3 14-5 12-0 11-0* 
December 11-0 20-2 20-9 21-7 16:0 14:1 12-0 


——————————————— !''Éw« Á————————JJA. — M BUNUUQNUN INR A Pdl. 
* New Basis. e 


(b) Actual Numbers Empléyed and Unemployed (in thousands) 


Mar., | Mar, | Mar, | Mar, | Nov, | Mar, | Oct, | Nov., 
1932 | 1934 | 1935 | 1936 | 1936 | 1937 | 1937 | 1937 


min iini intimi | Heme | t || ——Má—— | aen À—MÓ7—MÀÀM€—— | — | ———— —— | —nÀ Urn! 


Number employed ... | 9,549 |10,058 |10,200 | 10,689 |11,166 |11,310 11,659 | 11,573 
Wholly unemployed | 2,129 | 1,814 | 1,727 | 1,551 | 1,360 | 1,330 | 1,158 | 1,227 
Temporarily stopped 421 317 324 240 191 170 180 222 























Normally in casual 
employment ive 104 94 92 88 70 76 57 57 


mini cetacean | AR ee | | init | RS M [———-M—— | án t—GI t Àá—Á—Ó 


Total unemployed ... | 2,660 | 2,225 | 2,143 | 1,879 | 1,621 | 1,576 | 1,395 | 1,506 


RAILWAY TRAFFIC RECEIPTS 








Four weeks ended | Aggregate for 51 weeks. 
Dec. 27, 1936 Dec. 26, 1937, 1956. 1937. 
Pas- Pas- Pas- Pas- 
sengers, Goods, Sengers. Goods. sengers, Goods. sengers. Goods. 
£ mn £ mn £ mn £ mn £ mn £ mn £ mn £mmn 
Great Western ... | 0:8:| 1:2 | O9 | 1:3 |108 | 15-0 | 11-1 |161 


London & North 


Eastern* ... æ.. Ex 2*4 l:4 2:6 | 16-6 |28-8 | 17-4 | 30:4 
London Midland & 

Scottish wwe | 2:0 3°70 2-0 e ‘3-3 | 25-4 | 37-0 | 26-5 | 38-7 
Southern  ... dod 1:2 0-4 1:2 0-4 | 15-8 4-8 | 16-5 4:8 
Total... HN e] 5S 7:0 5*5 7-6 | 69:6 185:6 | 71:5 | 90°0 





* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 
Change in value since same date in previous year 





Nov., Nov., Nov., Oct., Nov., 
1934 1955 1936 1937 1937 


By CATEGORIES: Great Britain % % % % % 
Total we + eee Coe e | $9 [+ TO [4-65 | + 4-4 | + 71 


Food and Perishables ... | +36 |496 +463 |4+ 89 | 4- 9:0 
Other Mlerchandise of which 


Piece-goods* ... ius 4.|—1:0|—10|--2:2]—08 | + 2:0 
(i) Household Goods ow | — 04 | 2:5 | +07 | 29 | - 1°7 
(ii) Dress Matesials ... - | —18 | — 16 | +30 | +02 |+ 1°8 

Wanieats Wear* ds i| S9 |422 |--9:2 |—1-8 | + 81 


(i) Fashion Departments ... | + 48 | + 6:5 |+ 8:0 |+ 1:1 | +11°7 
(it) Girls’ and Children's Wear | + 2:4 | + 1°4 | + 7-4 |+ 0°8 | +4+11°6 


(iii) Fancy Drapery ... | + $48 | — 12 | +10-4 | —549 | + 4:9 
Men's and Boys’ Wear oe | $593 | +155 | +132 | — 5:58 (+ 7°8 
Boots and Shoes -— a + 6:5 +11°3 | + 82 | + 6:2 ee ó:j 
Furnishing Departments œ | to | +76 | + 27 | — 1:4 | — 0:9 

Hardware eee | FOOD LETT | B6 | ts | + 24 
Fancy Goods ... eas ..|T $6 | +65 | 4+ 2:2 |4+41 |+ 1-1 
Sports and Travel _... we | + 0:7 +-10°0 4+ 2-2 | — 2:4 | — 3-7 


Miscellaneous and Unallocated | + 5:9 | + 6:0 |-- 4:7 | + 1:2 | + 5°0 


——— |—|d—M—M—MÀ | LT 


By AREAS— e 

All Categories— 
Scotland  ... € oe | + 5:7 |451 {+ 51 | + 6-1 | 4+ 7:0 
North-East ...  ... vid — — — +68 | + 7T:5 
North-West ... ve X — — — + 5-1 |+ T:8 
Midlands & South Wales ... — — — + 8:0 | +10°4 
South of England ... — ... | + 40 | 41 | +81 |+ 6-2 487 
London, Central & West End | + 5:4 | +4 19 | + 3:3 | —5:6 | — 1:0 
London, Suburban ... wef + 32 |} +42 [+ 8-8 | + 4016.14 8-4 





* Including some goods which cannot be allocated to sub-headings. 


- 


OVERSEAS TRADE 
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Date, 


Monthly Average— . 
1929 à 


' IMPORTS, 


ods. 


Food, |. RaW m sred | Total 
ood, 2 ACIUT Otal, 
Materials, Go d 


EXPORTS. 


Man 
Raw 
Food. inyateriais, factu 


f 
ds, 


u- 
ed | Total, 


£ mn.| £ mn. £ mn £ mn £ mn. £ mn. £ mn. £ mn. 
sie is 44-6 | 28-3 | 27:9 | 101-7 4*6 6-6 | 47-8 | 60-8 
1930 ENS er 39°6 | 20°9 | 25°61! 87-0 5.3 5*5| 36:7 | 47°6 
1931 eee vs 547 14-4 | 21:8 | 71-8 3:0 word | (24°93 3) 32:6 
1932 "M Ren ól:1 13°7 13:1 58-5 2°7 5*6 25:0 30°4 
1933 ; 28-5 15-0 12-6 | 56:3 2:4 3:8 | 23-4 | 30-6 
1934 -— s 28-9| 17:5 14:3; 61:0 2:5 4-0} 25-4 | 33:0 
1935 o we | 29-6| 17°7 15°41 63-0 2°6 444; 27-4 | 35:5 
1936 e ... we | 31-9 | 20-7 | 17°77! "70:77 3:0 4-3} 28:4! 36-7 
4 ———— —— —— — —————À M | ——ÓÀ———- | --—— ——— | resin | ——— | —— MÀ — À— È aa— M | M À— 
Nov., 1936 ... Kas STL 22:8 18-4 | 78-7 3°8 4-6 29-9 | 38-4 
Nov., 1937 ... 43-1| 28-53] 25°31 97-3 4.0 5-3; 347| 45:2 
" : 
SOME LEADING IMPORTS. 
—————————————— ——— ————————^—^—^"CU"""—-— 
Iron Ore! paw Raw Hides,*! wood: E g 
Date, Wheat. and . ol. Wet and Pulp. Rubber, : 
Seran, Cotton.| Wo Dry. p odis 
(thous. | (thous. (thous, 
(thous, | (thous. | centalsof|centals of} (thous. | (thous, |centalsof| (thous, 
Monthly Average— cwts.) | tons) | 100 tbs.)| 100 Ibs.)| cwts.) | tons) | 100 lbs.)! tons) 
1929 DM e. | 9,514 0 ,28 678 98 137 330 255 
1930  9e.. .. | 8,731 | 363 | 1,011 | 652 108 128 326 243 
1931 AE we | 9,952 | 185 989 | 707 106 122 237 257 
1932 jas e. | 8,805 159 1,048 | 765 105 153 176 133 
1933 — ae | 9,866 | 2354 1,169 | 793 120 162 189 8l 
1934 xs ww. | 8552 | 392 1,052 | 657 116 187 395 114 
1935 eee e. | 8,435 415 1,060 720 141 185 325 96 
1936 ` ... ..1] 8401 | 587 1,289 | 762 157 307 116 124 
Nov., 1936 ... e». | 9,530 | 515 1,560 | 658 167 214 67 91 
Nov., 1937 ... 8,232 787 2,199 459 175 175 331 272 


: SOME LEADING EXPORTS 


Iron | Machin-| Cotton | Cotton | Woollen | Worsted 
Date. Coal, 2 ery. arns, rear Tissues. | Tissues, cc 
thous, thous. | {thous mill, mili, thous. thous, 

Monthly Average— pues jue ee Jor A yds.) AS yds.) Bs yds.) |(number), 
1929 eee m ,022 365 47 11-8 306 ,016 ,490 ,991 
1930 v 4,573 | 263 40 ll-1 | 201 6,587 | 2,893 | 1,602 
1931 m" e. | 3,563 | 165 27 11-4 | 143 4,694 | 2,479 | 1,429 
1932 sie woe | 5,2242 | 157 25 13°9 | 183 4,461 | 2,558 | 2,246 
1933 iN S. | 3,256 160 23 š iss 169 5,L10 | 2,741 | 2,821 
1934 e 05e | 805 | 188 28 10-9 | 166 5,745 | 2,772 | 2,904 
1935 ae e. | 5,225 | 193 32 11-8 | 162 5,934 | 3,205 | 3,659 
1936 is SO | 2,878 184 32 12°6 160 6,523 | 35,504 | 4,268 

mr aen ge | —M—————— | ————— | cE | RL d—Ó—MM |L—Ó—À—— ———— F—————À—— 

Nov., 1936 ... e. | 2,920 193 32 12-4 154 5,178 | 3,181 | 5,303 

Nov., 1937 ... ó,512 | 198 40 li:4 | 151 5,555 | 5,108 | 5,303 
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PRICES 
1. WHOLESALE PRICES 
Dat Index Number (Sept. 16th, 1931=-100) 
ate esa SA ee a ee et NEN RENE 
U.K. U.S.A. France Italy Germany 
Average 1929 ... uox 150-9 139-4 141: 3 146-0 126-1 
1931 ... ss 107-7 1035-5 105-5 103-5 101-9 
1932 ... vds 103.5 89:3 92:0 95:1 88.7 
1933 ... es 103-5 93-7 87-1 85-6 85-7 
1934. ... is 106-4 Lil 83-1 84-2 90-4 
1935 .. se 108-1 120-3 18:4 97-2 93.5 
1936 ... oe 116-2 121:4 90-6 112-5 95:6 
End Nov., 1936 PT 125-7 124.8 106-9 m 95.9 
» Dec, 1936 vas 127°9 128-8 113-0 — e 95:5 
» Nov, 1937 de 123 123-4 133-3 143-2 97-0 è 
» Dec, 1937 ae 128-1 120-5 135-4 145-9 96:9 





Sources: U.K., “Financial Times"; U.S.A., Irving Fisher; France, Statistique 
Générale; Ital¥, Italian Chamber of Commerce; Germany, Statistiche Reichsamt, 
* 


2. RETAIL PRICES (gost of living) 





j Rent Fuel Other All 

Date Food | (including | Clothing and Items Items 

Rates) Light included | included 

End of 1929  ... 57 52 115 75 80 66 
g 31 54 90 75 75 47 
1932 23 55 85 70-75 70-75 42 
1933. 24 56 70-75 70-75 ° 42 
1934 25 56 85-90 10-15 70-75 44. 
1935 Si ől 58 85 75 70 qi 
1936 CM 36 59 90-95 75-80 10 51 
End Nov., 1936... 36 59 90 75 70 5l 
» Oct, 1937... 46 59 110 80 75 60 
» .Nov., 1937... 46 59 110 80-85 75 60 


nae ANON TT E A E OA CAMERA Tr NO RURAL Nae OT PM 
The figures represent the percentage increase above July, 1914, which is equal to 100. 


3. COMMODITY PRICES (average for month) 














? Ade Sugar Cotton Wool Pig-Iron, Rubber 
Date. Centrifugals American 64's Cleveland Standára Plantation 
Manitoba K. Middling |topsavge. No. 3. ash Sheet 
per ar per EIE per 1b. per lb. per ton per LA per a» 
Average 1929 ... 54 OF 9 04| 10:29 58% 70 44| 203544 10} 
$1...| 28 2% 6 4i 5.08 23 ty 58 7 1184 dt 
1932 .. 30 6} 5 94 5-29 22r 58 6 136,4 2455 
1933 ... | 28 5 5-53 | 235 | 62 3 | 194398 | 3} 
1934 . 30 11 4 84 5°66 3032 66 103 | 230 63, 
1935 ...| 34 341 4 8 | 669 | 28 67 10 | 22518 53i 
1936 .. | 88 O 4 82 e 6-67 3213 73 0 20412 23 
Dec, 1936 ..| 49 44| 5114| 6-92 | 36 81 0 | 2291 aa 
Nov. 1937 ... | 55 9i 6 Of 4.59 2814 | 106 0 19144 7 3k 
6 14] 475 | 2938 106 O | 189i [A3 
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Lloyds Bank Limited 
Monthly Review 


New Series—Vol. 9 FEBRUARY, 1938 i No. 96 - 


Notes of the Month 


Ihe Money Market.—Mloney remains extremely easy. 
The fhct that the market did not have to borrow from the 
ank of England over the end of the year meant that there 
were no Bank loans to be repaid during early January, and so 
money was unusually abundant. The period of heavy revenue 
collection has now begun, and with it the seasonal reduction 
in the volume of Treasury bills, which will continue up to the 
end of March. During January alone the total volume of 
Treasury bills issued by tender was reduced from £622 
millions (which was the highest figure touched for the current 
financial year) to £587 millions. Simultaneously the supply 
of bank cash was reinforced by tht return from circulation of 
the Christmas currency. In consequence both short-loan 
and discount rates have been very low. In the middle of 
January money was actually borrowed at i per cent., while 
the tender rate for Treasury bills has fallen to $ per cent., 
which is the minimum rate at which the clearing banks are 
‘prepared to buy bills. Three months’ bank bills are now 
quoted at no better than 3$ per cent. Since the New Year 
the banks have been willing buyers of bills, but the market 
is so well supplied with funds and has also had* recently such 
difficulty in obtaining an adequate supply of Treasury bills 
at the weekly tenders, that it is not eager to sell at the prevailing 
low rates. 

By the middle of January all the Christmas currency had 
returned from circulation, and so the fiduciary note issue was 
reduced from £220 millions to its normal level of £200 millions. 
It will be recalled that it was raised to £220 millions last 
November, as a temporary measure to provide for the Christmas 
expansion in the note circulation without an undue depletion 
of the Bank's. Reserve. This need has now disappeared, 
and so the normal fiduciary note issue has been restored. 
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This change had no effect upon the volume of joint-stock 
bank cash, as it simply involved a transfer of £20 millions of 
securities from the Issue to the Banking Department of the 
Bank of England, in exchange for an equivalent quantity 
of notes, which were cancelled. The total resources of the 
Banking Department were unaltered by this change. 

Ihe Foreign Exchanges.—During January a new crisis 
developed, in Paris, which culminated in the fall of 
M. Chautemps' first Government. After an interregnum 
of nearly a week M. Chautemps formed a new Government, 
but not over-much faith is felt in its duration. These events 
seriously affected the franc, especially as one cause ‘of the 
crisis was the revelation that at the end of December the French 
Treasury had had to borrow a further Frs.5,000 millions from 
^ the Banque de France. This brought the Treasury within 
about Frs.7,000 millions of its present total borrowing powers. 
A new flight from the franc quickly developed, and during the 
ten days preceding M. Chautemps' resignation the French 
Exchange Fund sustained heavy losses of gold and foreign 
exchange. On the day of M. Chautemps’ resignation exchange 
dealings in Paris were suspended, but in London sterling rose 
to. Frs.154, against the December rate of just over Frs.147. 
The following week the franc regained some strength. Several 
open bear positions in forward francs fell due to be covered, 
while fears that a new French Government might introduce 
exchange restrictions led to further covering. The spot rate 
for sterling, therefore, fell to just under Frs.150, and forward 
rates also improved. Unfortunately this rally was short- | 
lived, and by the end of January spot sterling had once more. 
risen to Frs.152%. The new Government has reaffirmed 
through its Binance Minister its adherence to the Tripartite 
Agreement and opposition to exchange restrictions, but recent 
operations by the French authorities suggest that the French 
Exchange Fund is not far off the end of its resources. This 
adds to the obscurity of the outlook. 

The dollar has recently shown fresh signs of weakness, 
owing to some tendency for foreign-owned dollar balances to 
be used for gold purchases. This also explains why the 
London price of gold now stands at a relatively high premium 
over the American shipping price. Other exchange rates have 
- been steady, with the exception of the belga, whichehas been 
inclined to weaken. 
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The Stock Exchange.—]January has proved another quiet 
month. Business has been limited, and prices showed few 
signs of recovery. They were fairly firm at the beginning 
of the month, but latterly fresh signs of .weakness have 
developed. 

- In spite of occasional rumours of impending Government 
borrowing the gilt-edged market has been very firm. Prices 
generally have risen slightly during January, and early in the 
month Corporation stocks improved under the influence of 
a new demand in a narrow market. Foreign bonds were 
weak. Far Eastern issues have again fallen, while Brazilian 
bonds*moved very irregularly, owing te the fresh uncertainties 
aroused by the new exchange regulation. Home rails were 
dull and inclined to weaken. January traffic returns were not 
thought too encouraging, and the market also had in mind 
the recent upward trend of costs. Industrials have been 
dull, with a downward trend towards the end of the month, 

Oil shares have been dull and weak. Rubber shares fell 
at the end of last year, but have since become a shade better. 
Tea shares have been weak, with practically no business. 
Gold mining shares improved early in January, but part of 
their recovery has since been lost. Base-metal shares have 
been weak. 


Overseas Trade.—December witnessed a contraction in 
both imports and exports, which, judged from the experience 
of previous years, is not wholly seasonal. The extent of the 
shrinkage is shown in the following table which compares 
December both with November and also with the Decembers 
of the two preceding years :— 

Dec. 1935 Dec, 1956 Nov., 1957 Dec., 1937 


£ millions 
Imports ds Su 74-4 83.5 97-3 94. 3 
British Exports ix 34.9 40-5 45:2 43-9 
Re-exports... z 5.4 6:2 5.3 5.0 
Total Exports ... iis 40- 3 46-7 50:5 48-9 
Import Surplus — 34.1 356-8 46-8 5-4 


— — FARS E d Sre 


Raw material imports fell from £28- 3 millions in November 
to £27°3 millions in December. In December, 1936, they 
amounted to f26-r millions, so that there was little net 
improvement during the subsequent year. Exports of British 
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manufactured goods fell from £34:7 millions in November 

to £33:3 millions in December. Here, again, there was 

little net improvement during the preceding year, for the 
December, 1936, returns were £30-3 millions. | 

- The complete returns for the past two years are summarised 
elow :—- 








Increase (+) 





Description Year Year or 
° 1936 1937 Decrease (—) 
£ mn. £ mn. £ mn. 
Total Imports ^...  ..  .. 847-8 1,029-1 3181.3 
Retained Imports ee, Cgc 787-0 953-9 4-156: 9 
Raw Material Imports t sate 247-9 315-3 + 67:4 ® 
Manufactured Goods Imports... 212-7 275:0 + 62:3 
Total Exports, British Goods ... 440-6 521-6 + 81-0 
Coal Exports ne "€ m 29-3 37.7 + 8:4 
Iron and Steel Exports * ... i 36-0 48-4 4- 12-4 
Cotton Exports via i$. ben 61-5 o 68-5 + 7-0 
British Manufactured Gaopds Exports 440-8 404-8 -+ 64-0 
Re-exports ... de sus a 60-8 75.2 -+ 14-4 
Total Exports V jus 26s 501-4 596-8 4- 95-4 
Visible Trade Balance en e| 346-4 —432- 5 — 85.9 





Total imports show ay increase of £181-3 millions over 
last year, which is shared in almost equally by the three main 
categories of food, raw materials and manufactured goods. 
Retained imports were £166-9 millions higher and re-exports 
£14°4 millions higher. The increase in British exports was 
£81-0 millions, of which £64-0 millions was in British manu- 
factured goods. In this last category, the chief increases were 
in iron and steel (£12:4 millions), machinery (£8-6 millions), 
cotton yarns and manufactures (£7:0 millions, and vehicles 
(£7:7 millions). Coal exports increased by £8-4 millions. 

The adverse visible trade balance for the year is £432°3 
millions, This is £85:9 millions greater than in 1926, and 
it now seems that the complete balance of payments for 1937 
will show a deficit. 


Commodity Prices.—Wholesale prices were steadier during 
early January. The heavy decline of the autumn months 
was for the moment checked, and at times certain prices showed 
a tendency to become firmer. Fresh signs of weakness, 
however, developed towards the end of the month. Reviewing 
January as a whole, wheat and maize prices were slightly 
higher than in December, while American cotton has also 
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risen since November, doubtless because of the quantity of 
cotton passing into the Government loan scheme. Wool so 
far shows little sign of recovery. Several non-ferrous metal 
prices rose during early January, but this improvement has 
not been held. | 

^. During December the general British wholesale price 
index rose from 127°4 to 128-1 (September, 1931-100). 
By the middle of January it had risen still further.to 128-8, 
but it slipped back again to 127°1 in the last week of the 
month, In the United States December witnessed a con- 
tinuance of the previous decline, the wholesale price index 
falling from :i25:1 to 120°5, but during the first fortnight 
of January it recovered to 121-6. During the next fortnight, 
however, it receded to 120°5. Thus the promjse of greater 
stability in evidence at the New Year has not entirely been 
fulfilled.- ° 

The official cost-of-living index number for Great Britain 

fell by one point during December from 60 to 59 per cent. 
above its pre-war level. This decrease was seasonal. The latest 
index of 59 compares with one of 51 a year before, so that 
during 1937 the cost-of-living rose by 5:3 per cent. Retail 
food prices also fell during December by one point from 
46 to 45 per cent. above their pre-war level, this movement 
again being seasonal. The year's increase was from 36 to 
45 per cent, above pre-war, equivalent to 6:6 per cent. 
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Home Reports 


The Industrial Situation 


December gave evidence of a further slight recession in 
business, The number of insured workers in employment 
fell between November and December from 11,573,000 to 
11,437,000, while both imports of raw material and exports 
of manufactured goods were below the levels of preceding 
months, There was a further sharp fall in shipping freights, 
and there is once more a serious lack of orders for new cone- 
mercial tonnage. To present a more general picture, the 
Economist index number of business activity fell, after allowing 
for seasonal fluctuations, from 112 to 110:5 (1935— 100). 

At the same time there is definite evidence that the country 
is displaying considerable powers of resistance against the 
general tendency towards a recession. The activity in the 
iron, steel and engineering industries remains unabated, and 
the worst that can be said here is that new orders are beginning 
to be needed in certain isolated sections. Building remains 
active, and the returns of building plans passed in December 
showed an unexpected increase over the previous year. The 
January demand for industrial chemicals was also up to the 
average. Last but not least, the number of 1nsured workers 
in employment on January 17th was 11,309,000, or a drop 
since December of only 128,000. Superficially this result 
seems disappointing, as the December returns were themselves 
depressed by bad weather on the day of the count. The 
experience of the past five years, however, has shown that 
the normal' seasonal contraction in employment between 
December and January is just over 200,000. If proper allow- 
ance is made for this, the January returns confirm the view 
that the recession has for the moment been checked. 

Christmas trade was better than many people had expected. 
The expansion in the note circulation. compared reasonably 
well with that of previous years, while retail trade in December 
showed an increase of 8:3 per cent. over December, 1936. 
As regards the consumption industries generally, new business 
remains scarce in the wool textile industry, but the cotton 
trade improved slightly early in January with the firmer 
tendency of the raw material. There is some short time in 
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the boot and shoe trades, but business in the clothing trades 
is not too unsatisfactory. Among more general industries 
December witnessed a further expansion in electric power 
consumption. January railway goods traffic receipts were 
better than in 1937, but hardly to the full extent commensurate 
with the autumn increase in rates. January customs and 
excise receipts were up to the previous year's level, and revenue 
generally is coming in well. Bank clearings in January were 
not as good as those of a year ago. : 

There is no doubt that there has been some recession 1n 
business since the early autumn, but it has been very moderate 
end partial in character, and several important industries have 
maintained their previous degree of activity. Also the January 
recession in business was hardly more than can be explained 
by the normal diminution in activity which always follows 
Christmas, American business evinced a firmer tendency 
at the New Year, though little reliance can be placed on this, 
as the American position is subject to so many influences. 
Overseas news is variable. Reports from the Empire are 
reasonably good, and Germany and certain Scandinavian 
countries are also maintaining their activity. Holland has 
noticed* the general recession, and France has been passing 
through yet another political and financial crisis. News from 
South - America is not quite so reassuring. Brazilian coffee 
shipments are disappointing, while the recent drought is 
likely to reduce Argentine maize exports and may weaken 
her exchange position. These are all factors which may 
have their repercussions upon British trade, but at least the 
British recession has, so far, been very moderate, with little 
sign of any further deterioration during January, 


Agriculture 


England and Wales.—According to an official report, work 
on the land was more forward than usual at the beginning of 
the year, as most of the sowing was completed during the 
autumn, Conditions during December were not very favourable 
for cultivation and sowing, and little further progress was made, 
except on the lighter and better-drained soils. Germination of 
autumn-sown crops has been good, and plants are strong and 
healthy, although late-sown wheat is somewhat backward. 
Cattle and sheep have done reasonably well, although hill 
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sheep have suffered from the wintry weather. Breeding ewes 
are generally good. Milk yields are about normal. Winter 
keep has been drawn on fairly extensively, but supplies should 
be sufficient for normal requirements. 


Scotland.—Notwithstanding unsettled weather conditions, 
the season has on: the whole proved an open one during the 
past month and farm work 1s fairly well advanced in most 
districts. .Winter-sown wheat is again beginning to make 
a little headway. In the produce markets wheat and barley 
have been in fair supply, with quotations steady, but oats have 
been lower. The demand for potatoes remains slow, although 
prices are still holding. All classes of livestock have been 
forward in larger numbers recently, but rates have been 
well maintained. 


Coal l e 
Hull.—lThere'is not much current enquiry, but most 


collieries are well placed for this year on contract account. 
The current high prices are expected to be maintained. 


Newcastle-upon-T'yne.—lhe outlook is more hopeful for 
all classes of coal. Best steams, gas and coking coal'are all 
in fair demand for forward delivery. Coke remains a steady 
market, with spot demand quiet but fair enquiry forward. 


Sheffield—Demand for steam coal on inland account is 
maintained at a high level, and prices are firm. Household 
fuels are in good demand. The export coal market is quiet. 


Cardiff —The South Wales coal market remains steady, 
and current outputs are readily absorbed. Prices are well 
maintained amd most classes are in good demand. South 
Wales exports of coal amounted to 16,228,412 tons in 1937, 
against 13,171,986 tons in 1936, and this is the highest level 
since 1932. 


Newport.—Foreign shipments of coal during December 
totalled 217,000 tons, against 179,000 tons in November, 
and 193,000 tons in Decergber, 1936. Dock shipments, foreign 
and coastwise, amounted tS 279,000 tons, compared with 
263,000 tons in November, and 246,000 tons a year ago. For 
1937 shipments were 3,319,000 tons, compared with 2,613,000 
tons in the previous year. 
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Swansea.— The market has been .very irregular owing 
to the difficult position of the franc. Most of the best quality 
anthracites are receiving little attention, but third and other 
inferior qualities are all moving satisfactorily. All qualities 
from beans downwards are in strong demand, and it 1s difficult 
to satisfy buyers’ requirements. 


East of Scotland.—1n Fifeshire first class steams are 
booked up well ahead, but a few trebles and doubles are on 
offer for foreign shipment. The position in the Lothians 1s 
strong generally, and trebles are a shade firmer. 


*  Glasgow.—1nland demand is exteptionally strong, for 
both household and industrial purposes. Very little coal is 
therefore available in the export market, and, shippers are 
finding it difficult to obtain even full centract quantities. 
Export prices are consequently nominal, and occasional con- 
cessions are being made to affect a clearance of the limited 
supplies offering. Foreign enquiry is slack, and owing to the 
scarcity of supplies and the high prices quoted by producers, 
sales to importers abroad are very restricted. Stocks on the 
Continent have been reduced appreciably in the past month 
or two, however, and although exporters are not discounting 
the likelihood of keen British and German competition, they 
are confiderit that there will be a considerable revival in the 
buying of Scottish coal when the market becomes easier. 


Iron and Steel 


Birmingham.—Deliveries are much better, with the excep- 
tion perhaps of constructional steel, and the outlook is 
satisfactory. The continued increase in home production, 
coupled with heavy continental deliveries and the slackening 
of buying owing to: heavy purchases last year, have contributed 
to the easier conditions. Prices have been fixed until the 
end of June in the case of basic foundry and forge hematite 
pig-iron, and until the end of the year for semi-products 
and finished steel. 


Newport.—All works have been"busy, and in several cases 
the Christmas holidays were curtailed in order to deal with 
urgent orders. Iron and steel imports totalled 34,200 tons in 
December, against 34,500 tons in November, and only 17,700 
tons in December, 1936. 
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Sheffield.— The pressure in the basic steel section continues 
unabated, and plants are producing to capacity. Acid carbon 
steel manufacturers are also very busy, though .new business 
is slightly less than a year ago. Producers of heavy forgings 
and castings have plenty of work on hand, and re-rollers find 
difficulty in coping with the demand. Steel production in 
1937 has broken all previous records. 


Tees-side.—-Steel production last year was the highest ever 
attained, being just short of 3 million tons, while pig-iron 
output was heavier than in any post-war year. This high rate 
of activity is being fully maintained, and is necessary if works 
are to keep pace with the accumulation of orders and thé 
current demands of the principal consuming trades. The 
position in the iron trade is slightly better, particularly in the 
foundry section *where scarcity has prevailed for so long. 
Larger tonnages are being distributed, but the aggregate output 
is not sufficient to meet fully all consumers’ needs. A good 
deal of Midlands iron is being brought to Tees-side to 
supplement supplies. Conditions in East Coast hematite are 
satisfactory. Shipyard consumption is well maintained. Export 
enquiry has fallen away, especially for sheets, as this trade 
has been seriously affected by the position in the Far East. 

Waisall,—Mialleable ironfounders remain busy. 

Wolverhampton.—Foundries remain active. There is still 
a steady demand for constructional material. 


Swansea,— There was a marked slackening in the demand 
for tinplates during December, and new business was on 
a very moderate scale. Prices are easier and were based on 
228. 6d. to 23s. per standard box f.o.b. Welsh ports. The 
industry was*only employed at 64-77 per cent. of capacity. 


Glasgow.—Production of heavy steel materials is being 
carried on with undiminished vigour. Demand is as persistent 
as ever, and although plants are operating at full capacity 
makers are still in arrears with deliveries. New bookings are 
on a more restricted scale, but makers are so heavily contracted 
that the continued activity of the rolling mills 1s assured for 
months ahead. Operatidns.in the sheet industry are handi- 
capped to some extent by the reduced demand for galvanised 
descriptions from overseas markets, and for blocked sheets 
for makers of motor vehicles in Britain. Re-rollers of steel 
bars are working at full capacity, but makers of bar iron are 
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open to accept orders, and tube makers are in need of export 
businéss. The light castings trade remains quieter, owing to 
the slowing down 1n house building. 


Engineering 


Birmingham.—Conditions are generally good, although new 
| orders are not coming forward very quickly. The drop forging 
trade has work in hand for some months, and feundrymen are 
steadily engaged. Demand for steel tubes is not too good, 
except for the stainless variety. Makers of aeroplane compo- 
nents dnd accessories are busy. Motor, car component manu- 
acturers are working steadily, but accessory makers are 
subject to seasonal slackness. The electrical trades are 
rather quiet. $ 


Bristol. —The heavy frosts and rain at “the beginning of 
January were responsible for an increase in unemployment in 
the building industry. There has, however, been a constant 
demand for bricklayers and carpenters, but unemployment 
among painters is high and likely to remain so until the spring. 
In engineering employment in the aircraft section is good, 
and owing to the shortage of skilled labour men of inferior 
qualifications are often given a trial. 


Coventry.—Aircraft engineering works are busy, and, with 
the coming into production of the shadow factories, output is 
expanding rapidly. The machine tool industry is very active, 
and drop forging factories are also working to capacity. Adverse 
weather conditions at the beginning of January were responsible 
for some slackening in building activity. 


Leicester.—Unemployment among skilled workers is still 
almost negligible, but most firms now seem largely to have 
overcome their labour difficulties. During 1937 wages rose 
by 3s. per week. Several concerns increased their. plant 
substantially, and in most cases are still fully employed. 


Manchester—The influx of orders for machine tool 
makers continues to be very satisfactory, but the volume 
is not quite so good as a few months ago. This slight [ull is 
welcomed in order to bring production up to date. The 
heavier engineering sections are in the same position. 


Sheffield—The general engineering trades remain very 
active, and there is certainly no evidence of a likely recession 
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in trade, which is being discussed in certain quarters. All . 
branches of the tool trade are well employed and orders on 
hand ensure prosperity for a considerable time ahead. Exports 
for 1937 showed an appreciable increase ovér those for the 
preceding year. 

Walsall.—Home trade in tubes is good, but export trade 
has slackened. 

Wolverhampton.—The electrical, aeroplane, tube and motor 
passenger and commercial vehicle trades continue busy. Motor 
car accessory makers are, however, slack. Building has suffered 
from adverse weather conditions, and so far as the private house 
section is concerned, reduced demand has also contributed tb 
this slackening, but it is expected to be temporary. At the end 
of 1937 the gumber of unemployed was much the same as at 
the close of 1936» but insured workers have increased. 

Glasgow.—Although the Clyde yards have still plenty of 
work on hand, the position is far from satisfactory. Builders 
who specialise in Admiralty work seem to be assured of ample 
contracts for a long time yet, but those concerned mainly with 
merchant vessels are not so happily placed. Differences 
regarding reasonable costs,of production are still an obstacle, 
and new contracts are delayed on this account. 


Metal and Hardware Trades 


Birmingham.—Business is on the whole active, but the 
recent seasonal declines in the hardware and hollow-ware trade . 
have not yet been made up in some sections. The cold rolled 
brass and copper sections have been fairly slack, owing to 
decreased demand from the electrical and motor industries, 
and also to ysers’ heavy purchases of last summer, although 
- it is thought that stocks in most cases are now getting fairly low. 


Sheffield.—The cutlery trade is experiencing its usual 
seasonal slackness, but enquiries indicate that an early revival 
may be expected. The E.P.N.S. and sterling silver sections 
are well employed for the time of year, and prospects are 
encouraging. 

Walsall.—Orders have slackened, but full time is still 
being worked. 


Wolverhampton.—The lock section continues slack, and 
there has also been a lull in the hollow-ware trade. Some 
uncertainty as to the future prevails. 
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Chemicals 


Demand for industrial chemicals and wood distillation 
products has been well up to the average for the time of year, 
and there has been some improvement in business in phar- 
maceutical and other fine chemicals. The coal tar products 
market has been dull,.and very little interest has been shown 
in fertilisers. Overseas trade during December was rather 
disappointing, exports of chemicals, drugs, dyes and colours 
showing a decrease of £79,410 as compared with December, 
1936. For the year 1937, however, exports showed an increase 
in value over the previous year of £3,568,157, and imports 
ihcreased by £257,861. i | 


Cotton | "E 


Liverpool.—Business 6n the “spot” market reflects no 
increase in trading activity. On the American “ futures " 
market occasional shortages of contracts are reported ; despite 
a further increase in the Bureau estimate hedge selling pressure 
has been light. Of the current supply of 24,500,000 bales, 
6,250,000 bales have been pledgedeto the Government Loan, 
whilst a considerable quantity of new crop cotton, which is 
being financed privately in the South, may also be pledged 
later in the season if the price of ‘‘ spot ” cotton remains below 
the 9 cent level after allowing for carriage. Of the remainder 
a proportion is probably not tenderable and, allowing for 
world consumption of 7,000,000 bales, the carry over at the 
end of the season may exceed 12,000,000 bales. No definite 
plan for the restrictions of next season's acreage appears yet 
to have taken shape in Washington. Prices hawe remained 
steady. In Egypt and India export demand is poor, and farmers 
are withholding cotton, in the hope that American legislation 
will have a desirable effect. 


Manchester.— The hardening tendency of cotton prices 
has been reflected in the yarn market, where the tone is firm. 
Buyers generally are showing more interest, and it is thought 
that the upward movement of cotton will bring out orders 
that have been held in abeyance. There has been more 
enquiry in the cloth market, but no improvement in the actual 
volume of business booked. ` 


76 
Wool 


Bradford.—Prices are a little firmer, and topmakers are 
reluctant to make further concessions. Spinners are quiet, 
and new business is scarce. 


Hawick.—The recent setback in wool prices has had an 
adverse effect on the Border tweed trade, and very few mills 
are working more than four days a week at present. Nor is 
the hosiery branch any better off, for, while some of the 
smaller factories are busy, the industry generallyis poorly 

ex o Spinners and dyers are sharing in the prevailing 

ess. . 


‘Other Textiles 


Dundee.*-Bysiness in all sections of the raw jute market 
is still quiet. Prices of the raw material have fallen very low, 
yet spinners are, still difficult to "interest. "There has been 
a slightly better enquiry for yarn and cloth, but little actual 
business has materialised. 


Dunfermline.—A sharp rise in the prices of the raw material 
has had little effect on buyers of linen goods, whose purchases 
are mostly confined to small quantities for early delivery. The 
position 1s firm, however, and manufacturers are maintaining 
their quotations, Both wet and dry spun yarns are meeting 
with a rather better enquiry. There is also more movement in 
spun flax and tow, and with the sustained strength of the raw 
materizl, spinners are inclined to raise their rates. 
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Clothing, Leather and Boots 


- Bristol.-—lhere has been a slight seasonal improvement 
in the boot and shoe trade. Trade is better than a year ago. 
The demand for skilled workers in the clothing trade continues. 


Leicester.—There has been some short time worked in 
boots and shoes, but the position is on the whole satisfactory 
compared with a year ago. Colder and more seasonable weather 
enabled the clothing trade to clear a lot of stocks. In hosiery 
the principal difficulties are over-production and price-cutting. 
Seamless rayon hose manufacturers have brought 1nto operation 
from January 1st a price control scheme, which aims at the 
abolition of price-cutting. If it proves successful the idea will 
be placed before other sections of the hosiery industry. This 
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trade usually lags behind, both in experiencing prosperity and 
depression, and manufacturers are hoping that this year will see 


the hosiery trade enjoying its share of the increased national 
turnover. 


- Northampton.—Some firms still find difficulty in main- 
taining recent output of boots and shoes, and short time is 
much in evidence. Confidence as to the future is, however, 
maintained. The firmness in the leather market has tempted 


manufacturers to start buying, and some orders’ are now being 
placed. 


Walsall.—In the tanning trade buyers are holding off in 
the hope of a further fall in prices. The seasonal demand for 
fancy leather goods has been satisfactory, but glove makers 
have been somewhat disappointed. 


Shipping , 

Bristol.—The tonnage of vessels arriving at the port 
increased slightly during January. Foreign imports have been 
average. ‘The coastwise trade shows a slight decline. Stocks 
of grain and other goods in the dock warehouses are about 
normal. The aggregate trade im 1937 showed a marked 
increase over that of the previous year. 


Hull.—Business is largely on a f.o.b. basis, and enquiry 
is negligible. Rates are easy in all directions. 


— —-Rates for outward coal tonnage show little 
change. Time-chartering is quiet for all trades. Homewards 
the demand for tonnage 1s slow to improve, and rates generally 
remain unaltered. 


Newcastle-upon- Tyne.—' There is more movement in the 
Mediterranean and rates have improved. Baltic, Bay and 
coasting continue extremely quiet. Any business passing is 
readily taken up, rates ruling in favour of shippers, 

Southampton.— he trade returns for 1937 show a con- 


siderable increase over those of the previous year. Details 
are as follows :— 


_ 1936 1937 

Gross tonnage of shipping (in) ...° 18,539,590 19,522,354 
Tons of cargo (out) ss sie 1,130,077 1,302,417 
Passengers (in and out) ... — ... 560,542 621,911 


The past year was the best.experienced. during the post-war 


78 
pericd, and cargo tonnage handled approximated closely to the 
record pre-war figures of 1913. 


Cardiff. —Tonnage is plentiful. Rates are consequently 
easy for practically all destinations. 


Newport.—Freights fell substantially during December, and 
there was some difficulty in finding adequate employment for 
shipping in the latter part of the month. With the improvement 
in overseas rates there should be an upward turn shortly in 
coal freights. The total cargo in and out of the port during 
1937 totalled 4,518,000 tons, against 3,466,000 tons in 1936. 
This is higher than in any year since 1931, when just over 
5,000,000 tons were itnported and exported. e 


Swansea.—Enquiry has been very poor, and even the 
coasting market is short of orders. Owners have found some 
difficulty in gettihg tonnage placed and rates are weak. The 
agreed minimum rates for the coastehave prevented rates from 
falling below these levels. 

East of Scotland.—' There were over twenty vessels on 
loading turn at the Forth Coaling Ports on January roth. 
Irade at Leith docks for December compared favourably 


with the same month a year ago, although both coal-exports 


and grain imports showed marked decreases. There has been 
little change in the freight market, and tonnage remains 
plentiful with rates easy. 

Glasgow.—Tonnage is in very restricted demand to load 
coal at ports in Scotland owing to the scarcity of f.o.b. 
orders. Enquiry is weak in all sections, and rates are not 
being thoroughly tested. 


Foodstuffs 


Liverpool, grain.—A feature of the market has been the 
good demand by United Kingdom millers for Australian 
wheat. This seems to have been satisfied for the time being, 
but latent interest from Germany in Argentine wheat is 
developing. Continental demand generally has been small, 
but exporting countries are not pressing supplies, and prices 
remain firm. Fully 50 per cent. of the Australian wheat 
surplus, estimated at 96,000,000 bushels for the season, is 
expected to be absorbed in the British Isles. The Argentine 
yield may have to be revised on a lower basis, and, with 


] 79 


United States and Canadian wheat being firmly held, the 
market presents a steady tone. In the maize market late selling 
pressure in Argentina and the United States has been in 
evidence, but prices show an increase of approximately 6d. 
on the month to $7 per cental. The outlook for the new 
Plate crop has improved, and growers have been encouraged to 
obtain the comparatively high prices ruling. 


Liverpool, provisions.— The demand for Continental bacon, 
~ canned meats and canned fruits has been good. Supplies of 
American hams have been clearing satisfactorily with little 
change in prices. Larger supplies of lard have met with a fair 
demand. There has been a generally consistent demand for 
butter, with Continental supplies easier in price and Empire 
supplies steady. The cheese market was firm,*with Empire 
supplies rather light but in good demand.  " 


Fishing s 

Brixham. — Landings of wet fish during December 
amounted to 2,690 cwts., valued at £3,309, compared with 
4,925 cwts., valued at £5,394 for the previous month. Only 
a few steam trawlers are now operating from Brixham, as the 
main fleet has transferred permanently to another port. 
Demand is keen on small landings, and prices are higher than 
any other market in the country. 


Hull.—55,700 cwts. of fish were landed during December, 
realising a first-hand value of £281,500. The main difficulty 
was the almost entire lack of plaice and other kinds of flat 
fish. Prices were reasonable, and although the voluntary 
scheme for the laying up of 20 per cent. of the fishing fleet 
of Hull and Grimsby came into force on January rst, it has 
so far had little effect, and demand still tends to lag on the 
available supplies. 


Penzance.—During the month of December the herring 
fishing was the best for many years, and lasted much longer 
than usual. A remarkable quantity of pilchards and mackerel 
were caught with the herring. The demand for herrings has 
been good throughout the season, and prices have been above 
the average for other years. Just before Christmas prices 
were as high as 17s. per hundred, and one day reached ars. 
Mackerel have been from 16s. to ios. per hundred, and 
pilchards for export were ros. per thousand fish, 
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Scotland—A start has now been made with the winter 
herring fishing at the mouth of the Forth, but results have 
been very meagre, and prices have been correspondingly high. 
The line fishing round the coast continues to be hampered 
by bad weather conditions, and landings have met a steady 
demand generally. 


Other ar 


 Paper-making and Printing-—Bristol reports that the 
position in the paper-making section shows an improvement 
compared with a yeag ago, and employment has been good. 
Printing firms, with one or two exceptions, have been 
extremely busy. 

Edinburgh „reports that while there has been some 
forward buying, conditions in the paper-making trade remain 
dull generally on account of incréasing costs of production. 
The printing trade eased a little with the completion of end 
of the year orders, but the outlook is still very hopeful. 


Timber —Hull reports that although a few sales have been 
made from Sweden for 1938 delivery, at about {14 f.o.b. 
7-inch basis, for u/s Redwood, with fifths quality at a reduction 
of £2 per standard, business generally 1s quiet and 1mporters 
are showing no interest in the forward market. Stocks at the 
` port and inland are the largest for many years, and there is no 
incentive to negotiate for further contracts. 

Newport reports that pitwood imports in December 
amounted to 4,350 cubic fathoms, compared with 2,260 in 
November, and 1,990 in December, 1936. Other timber 
imports in December amounted to 1,139 standards, compared 
with 731 standards in November and 1,519 a year ago. 
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Overseas Reports 
Australia 


From the National Bank of Australasia Limited 


The progress of secondary industry trade continued during 
the December quarter, and internal conditions indicate further, 
though slower, advances. A recent cable reports an improve- 
ment in employment. Building remains active.” The financial 
position is easy. Interest rates declined slightly as indicated 
by higher prices for Government Bonds and a firm Stock 
Exchange market for industrial shares. Seasonal conditions 
vary, with feed short in many interior pastoral districts, but 
coastal divisions are generally satisfactory. According to a 
recent cable good rains have fallen in Queensland and the 
coastal districts of New South Wales. The wheat harvest 
amounts to 175,000,000 Bushels, with a high proportion of 
good quality. Since the holidays the wool market has 
weakened. 

Exports for five months to November 30th, 1937, total 
£51,002,000 and imports £48,332,000 sterling, compared with 
exports’ £44,725,000 and import$ £39,483,000 sterling for 
the similar period of 1938. 


Canada 
From the Imperial Bank of Canada 


. During 1937 the general economic index declined by 
about 8 per cent., owing largely to financial factors rather than 
to a recession in industrial production and general business 
activity. Car loadings indicate a satisfactory movement of 
materials and merchandise, but have declined in the aggregate 
owing to the small crop in Western Canada. Employment 
in December showed an increase over the first of the year 
considerably in excess of normal. 

Uncertainty as to the future, indicated by the stock 
market decline, can be attributed to external factors, particularly 
in the United States. Canada’s dependence on exports makes 
her vulnerable to any contraction of demand such as has 
occurred in the United States. Canada’s power to resist 
the recession will therefore continue to depend less on 
domestic conditions than upon world markets. 
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India 


Bombay.—-The American cotton markets were increasingly 
bullish early in January, and Bombay prices were initially 
steadier. The Bombay raw cotton market was for a time 
encouraged by the healthier textile outlook and by a better 
foreign enquiry for spot cotton. As prices approached the 
American loan levels, however, trade was naturally inclined 
to becorae cautious, and, in fact, a later cable states that there 
has been a sharp break in the Bombay market. Much will 
depend on the success of the crop control methods now 
awaiting formulation ia the United States. The piece-goods 
market has been quiet and stocks are increasing. Manchester 
has reduced prices to secure more trade, but Manchester 
prices are stifl above local prices, and further reductions are 
expected. Japan has secured some business by means of 
lower prices. The undertone in lotal goods is more hopeful 
and fair sales have been made to consuming centres. Yarns 
are still uncertain, owing to cotton [fluctuation and poor 
demand. Manchester is being undercut by Japanese and 
Indian mills. 


Calcutta.—The loose jüte market was dull over Christmas, 
with a declining tendency, but since the INew Year it has been 
steadier, and a little more interest was shown by the mills. 
Baled jute followed the same trend, and prices advanced from 
the lowest levels. December shipments of burlap were good 
and prices were steady. The market, however, weakened 
after the holidays, and early in January prices were reduced. 
This attracted new business from North America and the 
Argentine, and the market again became steadier. There has 
also been a reduction in prices of heavy goods. Interest in 
shellac has latterly revived and Russia has been buying. A 
good demand for tea has been experienced, and prices have 
advanced. Only a small quantity of tea with export rights 
is now to be offered before the close of the season, and prices 
are expected to remain steady. 





Burma . 


Rangoon.—Heavy rains during the last week of December 
retarded the rice crop, and caused damage in some’ districts. 
The market consequently is nervous and dealings are limited. 
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The European timber market remains inactive, but there 
have been enquiries from the Indian railways for squares. 
The heavy rain after Christmas practically stopped all up- 
country demand for hardware. Bazaars appear to be heavily 
overstocked and Indian prices are low. Most selling rates 
are now below the cost of present stocks. 
Eire 

Except for a ten-day period of severe frost, weather con- 
ditions have been favourable to normal seasonal work on the 
farms.' Livestock are reported healthy and in fair condition. 
In the markets supplies of cattle on offer have increased 
substantially, but with a rather large proportion of secondary 
sorts. Sheep and pigs on offer are steadily intreasing, with 
a good demand for better qualities and for lamb. The hay 
- and straw trade is quiet. * As regards the discussions between 
the Irish and the British Governments, it is felt that any 


movement towards freer trade between the two countries will 
be of benefit. 


France . 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the year 1937 was 
Frs.18,381 millions, compared with Frs.9,922 millions in 
1936. This increase is largely due to heavier imports of raw 
materials. The trade returns are summarised below :— 


Year 1936 Year 1937 Difference 
Frs. mill. Frs. mill. Frs. mill. 
Imports— 
Foodstuffs... vs Eo 7,191 10,727 + 2,930 
Raw Materials vr 13,787 25,132 --11,345 
Manufactured Articles 5,830 6,457 + 2,627 
25,414 42,316 -- 16,902 
Exports— 
Foodstuffs... 2,478 3,373 + 895 
Raw Materials ve 4,463 8,427 + 3,964 
Manufactured Articles 8,551 12,135 -- 3,584 
15,492 23,935 + 8,443 



































The, franc value of imports has increased since 1936 by 
66-5 per cent., whilst exports have increased in value by 54:5 
per cent. 
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The number of registered unemployed on January rsth 
was 393,212, compared with 424,700 at the same time last 
year, — l 

Railway receipts for the year r937 show an increase of 
Frs.2,281 millions, or nearly 23 per cent. compared with 


1936. Railway charges were considerably increased on 
July 20th, 1937. 
. : Difference as 
compared with 
Receipts 1936 
(Frs.'000). (Frs. '000) 
Alsace and Lorraine 921,170 +276,94], 
Est .. 0. ae 1,800,163 --389,240 
Etat ... 1,913,021 4-297,382 
Nord...  .«. e 1,972,200 --403,653 
Orléans and Midi ... 2,301,350 4-288,333 
PLM a. o 3,411,230 +625,847 
Totals 12,319,134 +2,281,396 


All the above Companies are now under State control 
and were amalgamated on January rst, 1938, under the name 
of ‘ Société Nationale des Chemins de Fer Français,” Rates 
were then increased by a fyrther 25 per cent. : 

A further increase is shown in the official December 
figures for the cost of living. 

Retail Prices of 34 Household Requisites 


(1914 — 100) 
1936 May ves 459 
December 550 
1937 Wovember 664 
December 676 


Compared with a year ago the increase is nearly 23 per cent. 
and compared with May, 1936—the date immediately prior 
to the introduction of the new social laws—the increase is 
47 per cent. 


Le Havre.—During the greater part of the past month 
coffee prices have been fairly steady, with poor turnover 
on the Terminal market for Santos. The recent currency 
difficulties have caused sharp fluctuations, with turnover 
well above average. Busirfess in Colonial futures remains 
negligible, although demand for spot is fair. Arrivals have 
been normal, but only about half have been from Brazil. 
Demand from the interior has been good and stocks have 
fallen to 610,000 bags. 
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In the cotton market currency fears and higher. prices at 
source have raised the spot quotation in Havre by about 
IO per cent. Large quantities of the American crop continue 
to be absorbed by the loan scheme, the figure of 5 million 
bales already having been exceeded, but the grade and staple 
are probably low. Demand from French mills is fair, but 
there have been some heavy arrivals, and stocks have increased 
to 326,000 bales. 


Lille—Business in textile remains quiet and demand 

restricted. A feeling prevails that conditions will not improve 
until steps are taken in the political field to ensure more stable 
financial and social conditions. The expected reduction in 
working hours was decided upon by local spinners towards 
the end of the year, and cotton mills are noy working only a 
32-hour week. 
. . The demand of the operatives for an increase of 11 per cent. 
in wages was submitted to a Government Referee. His 
award of a 54 per cent. increase was not at first accepted by 
all employers, and a strike was threatened, but this has 
fortunately been averted. 

The flax situation shows no «4mprovement and the rise 
in price of the raw material aggravates spinners’ difficulties. 
Demand continues on a low level and owing to the high level 
of current prices it is expected that the white sales at present 
taking place in the big stores will compare unfavourably with 
those of previous years. Weavers find it difficult to obtain 
new business, and only orders on a large scale for Government 
account prevent a larger measure of short time being enforced. 


Roubaix.—Owing to political and monetary uncertainty 
business is almost at a standstill. In spite of the fall in prices 
in the primary markets, quotations on the local wool terminal 
market are firm, due to the fresh weakness of the franc, but 
demand for both tops and noils is restricted. In the spinning 
section conditions are worse, and few spinners are working 
more than 24 hours a week. New orders are scarce and 
difficulty is being experienced in getting customers to take 
delivery of completed orders. There is no change in the 
position of combers. Raw wool is arriving from the overseas 
markets, but in less quantities than is usual for this period of 
the year. The manufacturing section remains very depressed, 
but makers of low class goods are fairly well occupied. Textile 
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workers recently demanded an increase in wages of 11 per cent., 
an agreement being reached on the basis of a 5 per cent. 
increase. This, together with the recent increase in transport 
charges, will further enhance prices. Unless an agreement 
can be reached to modify the 40-hour week, so as to increase 
production and permit of a reduction in prices it is feared 
that an increase in unemployment will be inevitable in the 
near future. .Stocks of tops at Kilos.7,717,000 show an 
increase of Kilos.278,000 on the month, and are Kilos.54,000 
higher than a year ago. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—During the past year 12,386 steamers with a 
tonnage of 25,118,000 tons entered the Port of Antwerp. 
. England retains first place with a total of 3,325. Trade has 
been quiet. With the exception of maize and linseed oilcake, 
both of which have remained firm, the price of most cereals 
has fluctuated sharply, but without affecting consumption. 
Transactions on the termirfal wool market have been numerous 
with prices unstable. At the moment there is a great disparity 
between the Antwerp and Roubaix or Tourcoing markets 
where prices are much higher owing to the exchange 
uncertainty. 

The Stock Exchange remains inactive, but the general 
tendency is firm. Money continues relatively abundant and 
discount rates are a little easier. There has been a further 
increase in the number of unemployed in the diamond industry. 


Brussels.—After a falling off in demand in the iron and 
steel market which first showed itself in May, 1937, there are 
at last signs of a slight recovery, and it is felt generally that 
if the present uncertainty as to prices should disappear there 
would be an immediate increase in the volume of orders. 
Production of steel in 1937 amounted to 3,769,000 tons, against 
3,104,000 tons in 1936. 

The coal position confinues to be relatively satisfactory. 
Household qualities have been actively sought, but the demand 
from public utility undertakings for industrials durigg the last 
quarter of 1937 was only 75 per cent. of what it was in 1936. 
Stocks have again been slightly increased. 
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Germany 


Bad weather conditions in December resulted in an 
increase in unemployment from 573,000 to 995,000. Out 
of this increase 220,000 was in the building trade. In other 
industries the shortage of skilled workers persists. The 
shortage of agricultural workers is to be relieved by the intro- 
duction of 200,000 foreign workmen. 

An interesting discussion is taking place on the. question 
of Germany's food supply. The Secretary of State of the 
Farming Ministry has made the point that a further increase 
in agricultural production is impossible, owing to the law of 
diminishing returns. Furthermore, industrial prices have risen 
more rapidly than agricultural prices in spite of State price 
regulation, On the other hand the report of (he Reichs- 
kredit- Gesellschaft reveals a big increase in agricultural income 
in relation to costs. 

The discussions on Stock Exchange reform continue. 
Security prices have improved slightly in 1938, but the turnover 
is very small. The President of the Stock Exchange proposes 
the re-establishment of time-bargains, and also suggests that 
security bargains now off-set against each other within the 
large bafiks should pass through the Stock Exchange. 


Holland 


The year has begun in less favourable conditions than 
1937. Recessions abroad have had a direct effect on industries 
dependent on world markets. Plantation companies in the 
Netherlands East Indies, export undertakings and shipping 
companies report poor results, The set-back is confirmed by 
the latest unemployment figures :— 


UNEMPLOYMENT 
End of— 
January... .— 466,242 July... . 312,907 
February .. 439,553 August... ... 17,812 
March ... .. 403,365 September  ... 524,261 
April ... .. 359,726 October .. 340,436 
May .. .. $28,537 November  ... 385,983 
June... .. 310,616 p 


The increase in unemployment has continued in December 
and Januasy. The shipyards, however, display great activity, 
and prospects are good, owing partly to naval expansion plans. 
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Foreign trade has developed favourably, as is seen in the 
following table :— 


Imports Exports 
Millions of Guilders 
1936 1937 1936 1937 
January — ... 2 79 106 50 73 
February... i 74 . 105 50 79 
March Pus "T" 79 125 55 94 
April aa 81 142 57 101 
Maya. we 35 76 128 53 90 
June... X ids 77 140 53 95 
July... a ann 80 146 60 102 
August Sis ae 82 122 63 98 
September ... ders 82 130 72 113, 
October... e... 92 149 76 106 " 
November ... "M 101 130 TI 98 
December ... 223 114 128 80 98 
* Total... 1017 1551 747 1,148 
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The value of the imports shows an increase of 53 per cent. 
and that of exports 54 per cent. over last year. Both these 
increases are too great to be explained solely by the depreciation 
of the guilder in September, 1937. The adverse balance of 
trade for 1937 totals Fl.4403 million, compared with Fl.270 
milion in the previous y&ar, but the amount will be easily 
covered by the invisible exports. 

The decline in wholesale prices continued during 
December. The index number for food prices (1926-30= 100) 
remained unchanged at 78-8, which is 19:8 per cent. higher 
than in September, 1936, but the raw materials index has 
= declined since November, by 2:2 per cent. to 62:4; prices 
of manufactures have fallen by 0-8 per cent. to 78-8, and the 
general index number by o:9 per cent. to 75-6. This last 
— is still 20-8 per cent. higher than 1t was in September, 
1939. 
^ At the end of 1937 the Netherlands mercantile marine 
. consisted of 873 steam and motor ships of roo tons and more, 
aggregating 2:5 million tons. At the end of 1936 it comprised 
814 ships aggregating 2:4 million tons. 

The Stock Exchange has shown a moderate recovery, 
but the turnover has been, small. In the gilt-edged market 
there has been a further decline in the yield of bonds. The 
Government has now made known its conversion plans. A 
total amount of something like Fl.1,700 million of outstanding 
4 per cent. loans is to be converted into a 3 per cent. loan, 
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the rate of interest on which will be raised to 33 per cent. per 
annum after a period of ten years. This is the largest con- 
version transaction Holland has yet undertaken. 


Norway 


The trade returns are summarised below :— 
12 months 12 months 








Dec., 1936 Nov. 1937 Dec., 1937 1936 1937 
Kr. mill, Kr. mill, Kr. mill, Kr. mill, Kr. mill. 

Imports  ... 92-4 132.2 99:4 926-9  1,285-8 
Exports ... 74:5 80.2 86-2 685-1 823-3 

e 17.9 52-0 13-2°¢ 241.8 462-5 


For the entire year 1937 the import surplus amounts to 
Kr.462:5 millions or about twice the amount,for'1936. Total 
imports in 1937 were Kr.358:9 millions or about 38-7 per cent. 
higher than total imports m 1936, and exports were Kr.138-2 
millions or 20:2 per cent. higher. 

The wholesale price index for January 15th, 1938, was 
159 (1913—100). The mid-December index was 158. The 
index number of the cost of living for December 15th, 1937, 
was unchanged from the two precéding months at 171 (July, 
I914-— 100). In the course of the year this index number 
has advanced from 157 to 171, that is by 8:9 per cent. 

The number of unemployed on December 15th was 33,906 
against 32,239 the previous month and 36,260 in December, 
1936. The unemployment figures for each of the twelve months 
in 1937 have been better than the corresponding months in 
1936. The average improvement for the year was 12°5 
per cent, 

As from January 5th, 1938, the discount rate of the Bank 
of Norway was reduced from 4 to 34 per cent. 

Gross freight revenues of shipping amounted to Kr.800 
millions in 1937 against Kr.496 millions in 1936. After deduc- 
tion of various expenditures abroad shipping is estimated to 
have brought to the country a net income of Kr.goo millions, 
against Kr.240 millions in 1936. This should cover three- 
quarters of the import surplus ,of about Kr.460 millions. 
The entire fleet, of which 41 per cent. or 1°54 million tons 
gross are tankers, has been in use practically the whole year. 

In the mining industry 1937 has been a record year as 
regards output. The production value for 1936 was Kr.4o 








go ; 
millions, and in 1937 it will probably exceed Kr.50 millions. 
The value of exports will probably be about Kr.4o millions. 
At the end of the year, however, prices were declining, and 
if — continue to do so prospects may not be so bright for 
1938. 

_ The monthly indices of industrial production (1935 — 100, 
adjusted for the varying number of working days) are 
summarised below :— 


° Home Market Export Total of 
Industries Industries Industries 
Year Oct. Nov. Oct Nov. Oct. Nov. 
1934  ... vs 96 98 99 104 97 10Q 
1935 ...  .. 407 100 99 115 104 109 . 
1936... ios 120 122 111 113 117 119 
1937  ... ms 131 138 105 137 122 136 


. The records of the past four years is one of steady 
improvement. 


Sweden 


limber sales have not been large but an improvement 
in prices has been recorded. Present prices are below the 
peak of last spring, but are near the year's average. .Interest 
centres on the decision of Etec at their January meeting con- 
cerning 1938 production. The opinion is that the present 
price level will be stabilised. The few dealings have been all 
with English buyers, amounting to about 100,000 standards. 

The tone of the paper pulp market remains quiet. This 
1S partly seasonal, as mills have recently been taking stock 
and preparing their balance-sheets. Sales, however, have 
definitely fallen in sympathy with the general economic decline. 
Last year’s speculative purchases built up heavy stocks, and 
the existence of these are now holding up new business. 
Mechanical pulp has been firmer than chemical pulp, as a 
lack of water has restricted output, while shipping difficulties 
. have stimulated a demand for prompt deliveries. 

' The paper market has been seasonally dull. Here, too, 
buyers have large stocks on hand. The supply of orders is, 
nevertheless, satisfactory. Dealings are most active in news- 
print and wrapping paper. 

The iron market is still relatively quiet. A number of 
meetings of different iron cartels are pending and buyers are 
waiting in the hope of price reductions. Stocks of various 
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manufacturers have been substantially reduced lately, and 
only in isolated cases are prices likely to fall. The lack of 
water in Central Sweden is still hampering production at a 
number of ironworks. 


Denmark 


On the whole 1937 was a favourable year. The peak of 
industrial activity was reached in May, with an index of 138 
(1931-100), but the index has since declined to 131. Building 
activity fell away during the year, but an improvement is 
expected in the spring. Gross shipping income is estimated 
at Kr.285 millions, against Kr.215 millions in 1936. The 
export value of agricultural products totalled Kr.1,093 millions, 
against Kr.969 millions in 1936. The foreign — position 
was completely reversed, for a passive balance ef Kr.60 millions 
in December, 1936, was turned into an active balance of 
Kr.56 millions at the end'of 1937. This improvement was 
concentrated in the latter half of 1937. Unemployment, 
however, has become worse. The average unemployment 
percentage in 1937 Was 21:9, against 19:3 in 1936. 

The freight index fell from 176-2 in November to 161.8 
in Decetnber, compared with a peak of 207:7 in September. 
Prices for butter and eggs have recently weakened. Butter 
has fallen from Kr.283 to Kr.238, and eggs from Kr.166 to 
Kr.110, this setback being due to a decline in demand from 
England and Germany. A year ago both prices were much 
lower. The bacon market has been weak, but prices are. 
unchanged at Kr.170. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 
Prices of Federal and Cantonal Bonds have further 
strengthened, 3 per cent. Loans being up to 1033, while 
several of the 4 per cent. loans are quoted at 108. The 
political crisis in France during the last few days has stiffened 
prices still further, but it has also caused a certain shrinkage 
in dealings in industrial shares. The recent loan of Frs.20 
illions, issued by the Town of Geneva, was over-subscribed 
more than fifteen times. 
The winter sports season is very good. Reports from 
all the centres indicate a large influx of visitors, of which a 
great number are British. Weather has, on the whole, been 
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favourable. During 1937, 306,215 foreign motor cars entered 
Switzerland, an increase of 43,760 over the previous year. 
Imports compared with 1936 have increased by Frs.540 
millions, and exports by Frs.404 millions. 
Morocco 
From the Bank of British West Africa Limited 

. Trade in the French zone of Morocco, although improving 
slightly, contihues quiet. Good rains are still reported from 
all districts, and the outlook for next season's crops, notably 
barley, is considered to be good. The olive crop now being 
gathered is specially darge and good. British Capitulatioys 
in the French zone finally disappeared at the end of 1937, 
and with them, some days later, the last of the British Post 
Offices. Details of the new Commercial Treaty with the 
United Kingdom, which is expected to include certain Customs 
Tariff revisions, are awaited. Stocks of imported goods 
generally are about medium. China green tea and Japanese 
textiles continue to arrive, but the outlook for tea is somewhat 
obscure. Candles are in better demand. Hard wheat is 
being imported from Canada, rice from Saigon, and maize 
from South Africa and Céntral Europe to relieve local distress 
in native regions. 

In exports a strong demand from France continues for 
eggs, and, after a lapse of several years, Moroccan eggs are 
again being shipped to England. Stocks of grain and seeds 
are small, but shipments of cork, vegetable fibre, tomatoes, 
oranges, early vegetables, wool, fish and minerals are maintained. 
- The Budget for 1938 includes no new taxation, and covers 
an estimated expenditure of Frs.r,087 millions, including 
: loan charges, and FPrs.40 millions incurred by supplementary 
credits in 1937. Estimated receipts anticipate a surplus of 
"Frs.500,000. This year’s programme includes new public 
- works (largely to relieve distress), costing Frs.30 millions, 
to be provided by France. 


The United States 


Congress is again ir» regular session. The President's 
annual message indicated that his chief objectives are to be 
laws to ensure a relatively constant purchasing power for the 
farmer, an upper limit to hours and a bottom limit*to wages in 
industry, and relief work for anyone otherwise unemployed. 
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Doles are not recommended. The recent census of 
unemployment returned the number of unemployed at. 
November 16th-2oth at 7,882,912. This voluntary census 
was thought to be 72 per cent. complete, so the maximum 
may be taken at 10,870,000. 

Recent statistics do not show that the turning-point of 
the recession has yet been passed, though the normal correc- 
tive forces may already be at work. The automobile industry 
is ready to expand production at the slightest encouragement, 
but owing to the used-car situation no increase can be expected 
before March. Retail sales generally have improved, owing 
almost entirely to price reductions. : 

Money is still very cheap, but loans and discounts have 
declined. A steadier tone has prevailed on the Stock Exchange 
since the New Year. ° 

Business in sugar has been quiet. Crude rubber dealings 
have been slow, with slight price declines to within a few points 
of the lowest point touched in 1937. Stocks are increasing. 
Copper activity has revived with an improvement in foreign 
demand and prices are firmer. There has been better enquiry 
for lead, but zinc is quiet. Interest in tin is at a low ebb. 
At 1,472,241 tons the steel ingot output for December was 
the lowest since December, 1934. It was equivalent to only 
25:36 per cent. of capacity. The highest rate achieved was 
90:24 per cent. last April. Favourable factors are orders 
from oil companies for tankers, possible orders for merchant 
steamers from the Maritime Commission, and new railway 
demands for materials, if freight rates are raised. Even so, 
output can only be expected to improve to 35 per cent. of 
capacity. Speculation in cotton has been moderate and price 
movements have been narrow. Planters have availed them- 
selves steadily of the Government loan facilities. Exports of 
raw cotton have improved, and so long as the present favourable 
price relationship is maintained, will probably continue .to 
do so. Home consumption is good. Cotton textiles are 
seasonably quiet, but mills are resisting price concessions. __ 


+ 


South America 


From the Bank of London and South America Limited 


 Argentina.—At the end of January the exchange surcharge 
on imports was reduced from 20 to ro per cent. This sur- 
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charge applied only to goods coming from countries not 
possessing Trade Agreements with Argentina—mainly those 
countries who sold to Argentina more goods than they bought. 
Such imports into Argentina do not rank for prior permits 
and so have to be financed at the free rate of exchange (until 
recently, 17 pesos to the pound), instead of the official import ` 
rate of 16 pesos to the pound. The surcharge, however, was 
applied to the official rate, and at 20 per cent. its effect was 
that the importer had to pay, as a tax, the difference between 
20 per cent. on to 16 pesos (i.e. 19:20 pesos) and the free 
rate, whatever the latter might be. Goods from Great Britain 
were exempt from this surcharge, and could be imported*at 
the official rate under the terms of the Roca Agreement. 


The reduction of the surcharge to ro per cent. apparently 
meant that the effective rate was reduced from 19:20 to 17:60 
pesos to the pound. On the other hand the free rate has 
simultaneously depreciated to 18-20 pesos to the pound. 
Thus the free rate, being the higher, has now become the 
effective rate determining the cost of imports, and it is in 
fact tantamount to a surcharge of 13:6 per cent, and not 
IO per cent. on the official import rate. Thus, part of the 
reduction in the official surcharge is illusory. 


"Ihe decision to lower the surcharge may be due to 
American representations, for the trade balance between the 
two countries has recently swung over in favour of Argentina. 
British trade is likely to be more affected by the con- 
clusion of several new Trade Agreements between Argentina 
and certain European countries, for imports from those 
' countries now rank for prior permits, and can be financed at 
the official import rate with exemption from surcharge. It 
is understood that the railways' remittances to London are 
made at the official import rate, and are not affected by 
these changes. 

January cables state that slight to moderate rains have 
fallen .generally over the maize zone, but in some districts 
the drought damage is irretrievable and the rain has come too 
late. The 1938 maize crop'is forecast privately at only 5,500,000 
tons, against 9,134,730 tons in 1937. The quantity available 
for export may be only 4,000,000 tons this year, instead of 
7,500,000 tons in 1937. his makes the foreign exchange 
outlook less satisfactory than last year. 
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Brazil.—The publication of details regarding the new 
exchange regulations makes it clear that foreign-owned milreis 
balances are now blocked, at least temporarily. It is also 
announced that the new regulations apply to trade carried on 
between Brazil and Germany by means of “ compensation 
marks." The coffee market has been quiet, and early January 
shipments from Santos were disappointing, and prices have 
again fallen. "Trade is suffering from the fact that the bulk 
of the stocks at Santos consist of low grades belonging to the 
National Coffee Department. There are numerous enquiries 
for the better grades, but these are being held in the interior 
and are hot reaching the Santos market.. The cotton market 
has been firm and prices have advanced. 


Japan . 

A recent cable states that the year opened in fairly cheerful 
mood. The Stock Market has shown a fairly steady tone, 
although the atmosphere is one of caution. Wholesale prices 
have been fluctuating. Meanwhile in preparation for a pro- 
longed war the national economy is steadily moving on to a 
war-time .basis. State control over eexchanges, imports, and 
capital expenditure has been tightened. Production remains 
at a high level, but output quotas have been enforced in the 
light industries. 
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BANK OF ENGLAND 

Issue Department 








Other "— 
Note Govt. | Other Silver Fiduciary ‘| 
Circulation Debt. MeL MN Coin. Issue. T Gold. 
| £ mn mn, j| £mn 


. £ mn. £ mn. . £ . 
11:0 232-0 12-9 4:0 260-0 i 144-5 


End March, 1931 | 387-1 
11:0 | 24009 | 193 | 3-8 | 275-0 f 120-8 


»  » 1982| 360-5 
» p 1934 je 3788 |! 
»  » 1935| 381-4 | 
»  » 1936| 4065 || 11-0 | 246-5 | 15 | L0 | 260-0 | 200-6 
» » 1987| 48 | | 
LEN Beet PA ADU, Rida | : 
Jan.19,  1928| 475-7 | 11-0 | 188-7 | 0-3 | — | 200-0 | 326-4 
Jan. 26, 1938 | 473-2 | 110 
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Banking Department 





"Public | Bankers' | Other Govt. i a Other 


Deposits. | Deposits. | Deposits. ities, dvances| Ges. 








£ mn. £ mn £mn. | £mn. | £mn, £ mn. 95 


End March, 1931 | 17-2 | 58-8 | 347 | 303| 246 | 25-7 | 48-3 || 486 
, „ 192| 22 | 5&6 | 344 
» » 194| 1T 5 94-59?| 36-9 
,  1935| 2031 | 966 | 41:2 
1936 | 18-0 | 83-6 | 370 | 803| 5-0 | 16-7 ud 39-6 














— MÀ APA e Ó — 





























» » )937| 59-2 | 62-3 | 38-5 bo 7-1 | 22-9 | 40-8 || 27-3 
Jan.19, 1938 | 11:0 |124-4 | 36-9 | 104-4 | 13-0 | 21-8 | 51-3 | 29-7 
Jan.26, 1938] 13:6 | 113-1 | 37:3 | 98-9 | 10-4 | 19-0 | 53-8 | 32-7 

| | 
LONDON CLEARING BANKS (monthly averages) 
Accept- | Balances}; Call | 
its, ances, : d and Bills. Invest- d : 
Deposits Guaran- Cash ceca Short, ments, | “dvatices 


- | £mn. £ mn. £ mn. 
45-5 | 114-1 311-1 | 936-1 
45:4 | 112-5 | 216-8 | 281.9 | 902-1 
43-5 | 120-4 | 202-1 | 547-1 | 753-0 
43-6 | 133-4 | 207-0 | 614*-4 | 766-8 
53-8 | 162-4 | 252-0 | 635-1 | 849-2 
62-7 | 169-8 | 24T-8 | 667-4 | 934-4 


niim im ——Á | (riii | rÁ9 n (ó á — À— Ger PP —IÉ— 


Nov, 1937*| 2,310-8 | 115-2 | 234-9 | 61-0 | 160-5 | 297-5 | 633.7 | 986-2 
Dec, 1937* 2,230-4 | 114-2 | 244-3 | "2-9 | 163-2 | 300-1 | 634-7 | 979-1 


* Includes the District Bank. 


: i £ mn. £ mn. ; 
March, 1931 | 1,7639 | 121-5 | 184-0 
, 1932 | 1676:4 | 98:7 | 174-0 

„ 1934 | 1,830-6 | 112-8 | 218-9 

„ 1935 | 19273 | 117-7 | 214-0 

,  1936* 2,108-3 | 105-2 | 216:7 

, 1937* 2,244.98 | 122-5 | 235-8 
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LONDON BANKERS' CLEARING HOUSE RETURNS 





1936 ... 
1937 ... 


1937 to Jan. 27 
1938 to Jan. 26 


Town Metropolitan Country 








Clearing Clearing Clearing Total 

£ mn. £ mn. £ mn. £ mn. 
38,782 1,812 2,964 43,558 
31,816 1,668 2,152 36,236 
21,834 1,610 2,668 . $2,112 
21,115 1,657 2,766 32,138 
30,740 1,760 2,984 35,484 
32,444 1,887 e 3,229 37,560 
35,039 2,040 3,538 40,617 
36,719 2,162 5905 * 42,686 

2,876 178 398 3,362 

2,665 173 308 5,146 





BANKERS' PROVINCIAL CLEARING RETURNS 


 ————————————————Xn— rr —— M——————— — 


Leicester 
Liverpool ... 
Manchester... 


Newcastle-on- 
Tyne 


Nottingham 
Sheffield 








Mar., | Mar., | Mar., | Mar., | Mar., | Mar 



































. | Mar., | Nov., , Dec., 
1929 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1937 : 1937 
£ mn.| £ mn. | £ mn. | £ mn. | £ mn. | £ mn. | £ mn. | £ mn. | £ mn. 
11:9} 9.0| 97) 1L3| 9-6} 10-7. 11-3] 10-9, 121 
5:9} 34 3.3 | 42| $8| 47| 46) 36 — $8 
53| 49! 50 | 54| 49| 55| 55| 59; 55 
40| 30 | 3-2 | 2| 32] 34| 40| 39] 3-7 
44| 3-8 | 38) 44| 43) 39| 48) 37; 40 
$6| 32] 3:2] 33] 28] 3a] 33| 31. 32 
34-2| 25-61 25-6] 26-8, 25-8, 27-5 35-8 27-3! 26-3 
58-0 " oie 46-1] 42-8 | 4*9. 50:7 | 46-3, 44-1 
65| 57) 65| 69| 55| 57 | 6:3 | 6-6 | 6-7 
28| 19] 1:9] 20: 020] 21! 23| 21' 22 
4:6 | 3-3 | 35| 36 34| 43] 6€0| 47 | 5.1 
141-2 | 106-2 | 107-7 | 117.2 | 108-1 | 115-8 | 134-6 | 118-1 | 116-7 





Tender! 


LONDON AND NEW YORK MONEY RATES 


LONDON 


T reasury Bil!s 


3 Months’ 
Bank Bills 


Market 


Rate Rate 
















Accept- 


ances 










Percent.|Percent. Per cent, 
End March, 1931 211 | 24-22 
35 » 1932 ó$ | 25 1 
di s 1934 2 28 
3; n 1935 
1936 


Dec. 29th, 1937 
Jan. 26th, 1938 











Per cent, 







FOREIGN EXCHANGES 







v. z 
London 1936 1937 1938 
on — 
Jan,29 Jan. 27 | Dec. 29 |À Jan. 5 Jan, 12 | Jan. 19 | Jan. 26 
New York— 

(a) Spot ... 49814 4-904, 4-9928|  5:00à&|  4-:9912 4-997 4-9918 

(b) 5 months sc pm. | ic.pm. |$3c.pm. | 33c. pm. | $$c.pm. | $c. pm. | fic. pm. 
eco cis 4-984 4-903 5:00; 5:°003, 4.994 4-99% . 

aris- e . 

(a) Spot... || 7432 1054 147% 1472, | 14744 14843 153% 

0) 3 months || Fr.1§ dis. | Fr.3 dis. |Fr.4$ dis.| Fr.4 dis. | Fr.9& dis, | Fr.44 dis.| Fr.7 dis. 
Berlin— 

(a) Official ... 12-29 12-18 12-404 | 12-41 12-401 12:41 12°41 

(b) Registered : 

Marks || 47396 dis. | 544% dis. 47196 dis.46396 dis. 464% dis, | 46196 dis. 46396 dis. 
Amsterdam ... 1:282 8°95 8-987! 8-983, 8-972 8-974 | 8-9615 
Brussels 29- 32 29-071 | 29-462 | 29-471 | 29-50 29-541 | 29-603 
Milan ... 62 93.5, 95 954. 9415 95 43.5 
Zurich 15-20 21-44} 21:611 21-61 21-601 21:653 | 21-634 
Stockholm 19-40 19-394 19-40 19-40 19-40 19-40 19-40 
Madrid : 36°16 70-00* 80* 80* 80* 80* 90* 
Vienna... ijs 264 264 26k 264 264 263 264 
Prague we || 1193 1404 1423 1424 142 14245 1424 
Buenos Aires—- 

(a) Export... 15 15 15 15 15 15 15 

(5) Import... 17°02 16-00 16°00 16-00 16-00 16-00 16-00 

(c) Free... || 18-02 16°35 17-02 17-02 17-02 17°02 17-02 
Rio de Janeiro—- 

(a) Official... || 579430 558700 55$500 — — — — 

(b) Free 858500 798900 86$500 | 86500 | 863500 868500 | 869500 
Valparaiso - ... || 129 1314* 124-95* | 125-06* | 125-00* | 124-94* | 124-95* 
Bombay " 184d. 18}d. 184d. 184d. 184d, 184d, 184d. 
Hong Kong ... || 153d. 144d. 15d. 15d. 15d. 15d. 15d. 
Kobe ... us 1/24 1/2 e 1/2 1/2 1/2 1/2 1/2 
Shanghai 1445d. 144d. 144d. 144d. 144d. 144d. 144d. 
Gold price  ... || 140s. 8d. | 141s, 11d. /139s. 64d,| 139s. 9d. | 139s. 73d. | 139s. 74d.) 139s. 74d. 
Silver price 20d 204d. 18,,d. | 19d. 191&d. £0?d. 201d. 








* Nominal. 


e. 
PUBLIC REVENUE AND EXPENDITURE 





REVENUE-- 
Income Tax 
Sur-Tax 


Estate Duties... 


Stamps 


National Defence Contribution 


Customs 
Excise 


Motor Vehicle Duties 
(Exchequer Share) 
Other Tax Revenue ... 


Total Tax Revenue 


Post Office (Net Receipt) 
Post Office Fund .. 


Crown Lands 


Receipts from Sundry Loans 
Miscellaneous Receipts 


Total Non-Tax Revenue 


Total Ordinary Revenue 


Post Office 
Road Fund 


Total Self-balancing Revenue... 


EXPENDITURE— 
National Debt Interest 
Payments to N. Ireland 
Other Cons. Fund Services... 
Post Office Fund ‘ 
Supply Services 


Total Ordinary Expenditure 


Sinking Fund 


Payments to U. S. Govt, 


Self-balancing Expenditure 


(as per contra 


1953-4 | 1934-5 


i ——M MÀ £ M — HP aa fA à —— 


nie | € —MáÓ M —M"AÀ 
——  —À——— | 0 


008.9 | 228-9 
52.6 | 5L:2 
85-3 | 81-3 
22.2 | 24.1 
79-2 | 185-1 

107-0 | 104-6 

5.0 5:1 
2-6 3-1 

683-5 | 683-4 

13-1 12-2 
L2 | 13 
4-7 € 4-4 

22-1 | 15+] 

4-1 | 330 

704-6 | 716-4 
59-3 | 6L8 
25-5 | 926.4 
84-8 | 88-2 

212-9 | 211-6 

6-6 | 6-8 
4.1] | 36 
e 2.3 
458-8 | 472-2 
682-4 | 696-5 
Tq | 123 
33 = 
84.8 | 88-2 


1936-7 | 1937-8 


1935-6 | 1936-7 | to | to 
an. Jan. 22 
£mn. | £mn. | £ mn. | £ mn. 
238-1 | 257-2 | 121-1 | 140-4 
51.0 | 53-6 | 21-8 | 23-3 
87-9 | 88-0 | 683 | 72-3 
25-8 | 29-1 | 20-2 | 17-0 
196-6 | 211-3 | 171-7 | 180-6 
106.7 | 109-5 |" 92-5 | 96-5 
5-0 | 53 | 30-3*| 30-0 
233 | l7 | 02 | 08 
713-2 | 755-7 | 526-1 | 561-0 
17 | 1b0 | 322 | 1L8 
Mm 0-J* Er EA 
L4| r4 | Lr0| L0 
49 | 45 | 44 | 51 
21.0 | 24-6 4 16-0 | 11:2 
39-7 | 41-6 | 33-7 | 29:1 
152-9 | 797-3 | 559-8 | 590-1 
e 
66-1 | 71-9 | 55-6 | 58-5 
25-8 | 24 | — | — 
91-9 | 99.3 | 55-6 | 58-5 
211-5 |-210-9 | 189-9 | 194-1 
7-2 | 80 | 5:0 | 55 
5-7 | 32 | 25 | 29 
11 | 04 | 04| — 
512-0 | 567-2 | 453-0* | 496-6 
737-5 | 789-7 | 650-8 | 699-1 
125 | 131 ze f n 
91:9 | 99-3 | 55-6 | 58-5 








* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-37, 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
mm Coal Pig-Iron Steel 
Tol93 ^. 0 | AD rr m Er m 
» 1995  .. o ae 243-2 6,262 7,585 
s 1529 ^ uw es e 251-9 7,589 9,636 
JAN ae Xe n 243-9 6,192 7,326 
p IBL y ues ou 219-5 3,773 5,203 
S X882. — ume cunt wm 208-7 3,574 5,261 
a AN 207-1 4,136 e 7,024 
gi SSR uus que um 221-0 5,969 8,50 
"s MEN 222-9 6,426 9,842 
» 1938 ^. us 228-5 7,686 11,705 
* a a ee 041-2 , 8,497 12,964 
December, 1936 .."  ... —.. 20-6 671 1,019 
December 1937 .. ^... 21-1 784 1,104 
BOARD OF TRADE PRODUCTION INDEX NUMBER 
(1930 == 100) 
Complete Year 1936 1937 


1935. | 1936. | 3rd Qr.| 4th Qr. | 1st Qr. (2nd Qr. | 3rd Qr. 


MÀ MÀ $ —— MÀ p —M el A eeÁ—  —  À——— $ MÀ M MÀ fy M MÀ 





Mines and Quarries ... — ..| 91:7| 94°4| 89-7| 99-0| 99-4 | 100:5! 95:6 
Iron and Steel e... | 125-6 | 150-1 | 149-1 | 155-6 | 158-1 | 165-6 | 165-5 
Non-Ferrous Metals ... — ... | 137°3 | 142-8 | 145-3 | 154-0 | 154-4 | 166°7 | 173-7 


Engineering and Shipbuilding | 105-1 | 123-3 | 121-7 | 132-4 | 136-4 | 138-2 | 131-2 
Building Materials and Building | 147-0 | 157-1 | 164-7 | 157-3 | 148-5 | 155-9 | 161-6 


Textiles vix ius vee | 119-1 | 126-4 | 123-2 | 130-2 | 130-1 | 135-1 | 127-1 
Chemicals, Oils, etc. ... wee | 112-0 | 115-4 | 111-2 | 120°6 | 121-8 | 125-9 | 122-5 
Leather and Boots and Shoes 116°0 | 120-7 | 116-4 | 119-6 | 120-6 | 121°3 | 117:7 
Food, Drink and Tobacco ... | 107°§ | 114-5 | 115-2 | 121-2 | 111-2 | 124-9 | 121-9 
Totalt ... ia oe we | 113°6 | 124°6 | 122-5 | 132-2 | 131-7 | 135-4 | 131:2 


* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
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e 
UNEMPLOYMENT 
(a) Percentage of Insured Workers 
Date 1929 1930 1931 1932 1934 1935 1936 1937 
End of— 
January 12-35 12:4 17:6 16:2 12:4 
February 12-1 12:9 17:5 15:5 12-0 
March 10-0 13:7 16-4 14-2 11-6 
April 9-8 14-2 15:6 13-6 10:5 
May 9-7 15-0 15.5 12-8 10:7 
June 9-6 15:4 15-4 $4 12-8 10-0 
July 9-7 16-7 15-3 12:4 10-1 
August 9-9 lT:l 14-9 12-0 9-9 
September | 10-0 17.6 15-0 12:1 9-7* 
October 10:3 18:7 14:5 12-0 10-2* 
November | 10-9 19:1 14-5 12-0 11-0* 
December | 11:0 20-2 14-1 12-0 12-2* 








* New Basis. i 
(b) Actual Numbers Employed and Unemployed (in’thousands) 





Mar., | Mar., Mar., Mar., | Dec, | Mam, | Nov, | Dec. 
1932 | 1934 | 1935 | 1936 | 1936 | 1937 | 1937 | 1937 


SSH Te | ns Pe HH laetum, | ihe HN m | AH m mener | etta itt 




















Wholly unemployed | 2,129 | 1,814 | 1,727 1,551 1,353 | 1,330 | 1,227 | 1,280 
Temporarily stopped 


Normally in casual 
employment 























1936 1937 1937 1938 


Pas- Pas- Pas- Pas- 
sengers | G0OdS | sengers | Goods | sengers | Goods | songers | Goods 


hcm mean tc cau Der EN A q—— 








£ mn. £ mn, 


Great Western oe | ILO |153 |l1bLb:35 | 163 0:5 0-5 1:0 
London & North 

Eastern* ... .. | 16:9 |29-4 !1T:6 | 30:9 0:7 0-8 1:8 
London Midland & 

Scottish ... ..1259 | 37-6 | 26°9 | 393 1-1 1-1 2:3 
Southern  ... o. | 16:0 4-9 |]6-8 4*9 0-8 0-8 0*3 
"Total ... ae .. |69°8 | 87-2 | 72-6 | 91-4 Sel 3°2 54 





bets —— — A aPC SSS M MR MM pa ST 5 tS SA d 
* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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s rm 
RETAIL TRADE 
(from the Board of Trade Journal) 
Change in value since same date.in previous year 





* Including some goods which cannot be allocated to sub-headings. 


Dec., Dec., Dec., Nov., Dec., 
LL 1934 1935 1936 1937 1937 
By CATEGORIES: Great Britain 96 96 95 96 % 
Total T "e: C^ L8 |--9:1|4 55 |-r-'T1]|4-9:5 
Food aud Petishables ... 2:8 | +101 | + 72 | + 9:O | +10-0 
Other Merchandise of which 
Piece-goods* Nil +13 j4- 0:9 | + 20 | + 1°35 
(i) Household Goods ' — 085 | 44 [+15 14-1 | 07 
(ii) Dress Materials ... we f+ 14 |— 1-7 | + 04 | + L8 | + 69 
Women’s Wear* X wef — 02 [+ 8O 143- 5:5 | + 81 | + 9:5 
(i) Fashion Departments :..| -+ 1:0 4+ 88 | + 99 | +11°7 | +15:6 
(ii) Girls’ and Children's Wear | — 3:1 | + 47 | + 5:1 | +11°6 | +10°2 
(iii) Fancy Drapery .. — .« | +08 |} +82 |+ $2 +49 | + 5:8 
Men’s and Boys’ Wear — 5-9 | -+135 | + 2:9 | + 7°8 | + 5:5 
Boots and Shoes ..w  .92|.-108 5D |+ 77 |4 33 | +127 
. Furnishing Departments +85 1-- 2:2; | + 4:7 | — 0:9 Nil 
Hardware + 41 )/+ 84 | — 19 Ha 2:4 | — 0:2 
Fancy Goods ... +- 36 | +47 | + 04 1:1 | + 5:5 
Sports and Travel +49 |64 | 4-42 | —~ 37 | + 4-3 
Miscellaneous and Unallocated | — 4-9 | +17°7 | + 6:5 | + 5°0 | 4+ 9:0 
By AREAS— 
i All Categories— 
Scotland + 27 | 750 | +38 |+ 7:0 | + 76 
North-East ... bii uds — — — +. 75 | + 9:0 
North-West ... T T — — — +. 7-8 | -+ 8-8 
Midlands & South Wales ... — — — --10-4 | -+12.3 
South of England 2:1 | 410-9 | 4-66 +487 | + 9:3 
London, Central & West End | -+ 1:1 | + 9-0 | 4+ 17 — 1:90 | — 0:9 
London, Suburban ... Tel p 8-6 | + 7:4 i 8:4 | -+-10-4 
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OVERSEAS TRADE 








IMPORTS Exports 
Date Raw | Manu- Raw | Manu- 

Food Materials poss Total Food Materials factura Total 

Monthly Average- .| £mn. | £m £mn. | £mn. | £mn. | £ mn. | £mn 
19293 rage | *ad-6 | 28-3| 27.9 | iol? | 4-6, 66| 478| 60-8 
1930 " ..l 39:6 | 20°9 |] 25-6 | 87-0 5:5 5-3 | 36'7| 47°6 
1931 sus ..| 347 | 14°54) 21°8] 71:8 3°0 3:91 243, 32:6 
1932 " vee | 31:1) 157| 13-1) 58:5 aT 3°64 23-0 | 30-4 
1933 vds ..| 28-3 | 15-0 | 12:6, 56:8 2:4 3°8| 224, 30-6 
1934 vs „| 289| 17.5| 14°31} 61:0 2:5 40,| 254| 33-0 
1935 eee ..| 29°6 | 17-71 154| 63-0 2:6 44| 27-4 | 35:5 
1936 a$ ^... 319| 20:7 | 17:7 | "(0:7 3:0 4-3 | 28-4) 367 
193 "" ..| 36°0 | 26°53 | 22-9! 85:7 o2 5:41 35:7| 45:5 
Dec, 1936 ... we | O7°6 | 26:1| 19:2, 83-5 3°4 4.9] 303| 40-5 
Dec, 1937 ... wee | 48i 27T-5| 25551 %43 5 4 9| 333) 43-9 


SOME LEADING IMPORTS 


Iron Ore Hides, ? Iron and 
Raw Raw Wood Steel 
Date Wheat 2 Cotton | Wool Wet m Pulp Rubber Maau- 
factures 


























(thous. | (thous. (thous. 
(thous, | (thous. |centalsof jcentals of| (thous. | (thous. |centalsof| (thous. 


Monthly Average-— cwts.) tons) | 100 Ibs.)} 100 1bs.)| cwts.)| tons) |1001bs)| tons) 
1929 TT „314 | 480 1,283 | 678 98 137 330 235 
1930 8,731 | 363 | 1,011 | 652 108 128 326 243 
1931 f i 9,952 | 185 989 | 707 106 122 237 257 
1932 . 8,803 | 159 1,048 | 7765 105 153 176 133 
1933 . . 9,566 | 234 1,169 | 793 120 162 189 el 
1934 A 8,552 | 392 1,052 | 657 116 187 495 114 
1935 oe | 8,435 | 415 1,060 | 720 141 185 325 96 
1936 . 8,401 | 587 1,289 | 762 157 198 116 124 
1937 sit ..| 8,074 | 669 1,382 | 653 157 149 254 170 

Dec, 1936 ... ..] 8,897 | 544 1,704 | 958 179 205 7i 95 

Dec, 1937 .. ... | 8,079 | 881 | 2,062, 654 206 177 281 238 


SOME LEADING EXPORTS 





Iron achin- | Cotto Cotton 

Date Coal oes m E Yams. Peor Foch es sies pod 

u OUS ous ill. ill | (thous, | (thous. | ~ 

Monthly Average— Mon) Mons) oes (oa) $1301) garde) Ku yds) (number) 
29 wwe we | 5,022 | 365 47 11-8 | 306 ,016 j 1,991 
1930 T ov» | 4,973 | 263 40 11-1 | 201 6,587 | 2,893 | 1,602 
1931 d e. | 56,565 | 165 27 11:4 | 143 4,694 | 2,479 | 1,429 
1932 A wee | 352432] 157 25 13:9 | 183 4,461 | 2,558 | 2,246 
1933 vik ..| 3,256 | 160 23 15-8 | 169 5,110 | 2,741 | 2,821 
1934 € e. | 3,009 | 188 28 10-9 | 166 5,745 | 2,772 | 2,904 
1935 dus .. | 5,226 | 193 32 11-8 |; 162 5,934 | 5,205 | 3,659 

1936 us .. | 2878 | 184 32 12-6; 160 6,523 | 3,504 | 4, 

1937 re ..]| 3,063 | 215 31 13-3 | 160 6,653 | 3,583 | 4,468 

"AUC EV MEME e MEM ace, OIM ane ine MEE NOME 
Dec, 1936 ... ... | 2,970 | 205 32 12°3 | 170 6,159 | 3,802 | 5,427 


Dec., 1937 ... .. | 5,088 | 197 41 11-0; 141 | 5,990; 3,438 | 5,697 


IO4 | 


PRICES 















1. WHOLESALE PRICES 
5 Index Number (Sept. 16th, 1931—100) 
ate 
U.K. U.S.A. France Italy 

Average 1929 .. sa 150-9 139-4 126-1 
1931 ... ae 107-7 103-5 101-9 
1932 ... ees 103:5 89-3 88-7 
1933 ... e 103.5 93:7 85.7 
1934 ...  .. 106.4 111-1 90-4 
1935 ... n 108-1 120-3 93-5 
1936 ... - 116-2 121.4 95.6 
1937 ... oo 1354.6 131°5 97-5 
End Dec, 1936  ... 127-9 128.8 95-4 
» jan, 1937 soe e130- 5 131-0 99.7 
» Deco, 1937 xi 128-1 120°5 96-9 

» jan, 1938 iis 127-1 120-5 . 






Sources: U.K., “Financial Times"; U.S.A, Irving Fisher; France, Statistique 
Générale; Italy? Italian Chamber of Commerce; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 





Rent Fuel Other All 
Date Food | (including | Clothing and Items Items 
Rates) Light included | included 
End of 1929 57 52 115 75 80 66 
: 31 got 90 75 75 4T 
1932 55 85 70-75 70-75 42 
1933 ; 24 56 85 70-75 70-75 42 
1934 a 25 56 85-90 70-75 70-15 44 
1935 . 31 58 85 75 70 47 
1936 36 59 90-95 75-80 70 51 
End Oct., 1937... 46 59 110 80 75 60 
» Nov., 1937... 46 59 110 80-85 75 60 
» Dec., 1937 ... 45 59 110 80-85 75 59 





The figures represent the percentage increase above July, 1914, which is equal to 100, 
3. GOMMODITY PRICES (average for month) 










m 





Not Sugat Cotton Wool Pig-Iron, Tin, Rubber 

Date. oe | ICentrifugals| American | — 64's | Cleveland 
Manitoba .K. Middling ! tops avge.] No. 3. 

per qr. per cwt, per Ib. per Ib. per ton 

S. » S. * d. d. S. d. 
Average 1929 ... | 54 Oà| 9 OF] 10-29 | 38% 70 44 
1931 ... | 28 2i 6 4i 5°08 A qr 58 7 

1932 ...| 30 64 5 9£4 5-29 Bayly 58 6 
1933... | 28 2 5 4 5-53 | 288 | 62 3 
1934 ... 50 1l 4 8i 5-66 3034 66 104 

1935 ...| 34 3i 4 8, 6-69 28 67 10 

1936 ... 38 O 4 82 6-67 baie 73 0 

1937 ... 53 112 6 4$ 6°37 357°, 91 10 

Jan., 1937 eo. | 52 Q0 6 21 1-28 37M 8l O 
Dec,1937  ..| 57 3 6 14) 4-75 | 2933 |106 O 
Jan., 1938 ... | 59 6 6 4-93 | 274, | 109 0 
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*.*4he Bank publishes from time to time in this 
MoNTHLY REVIEW signed articles by exponents of 
different theories on questions of public interest. 
Ihe Bank is not necessarily in agreement with à 
the views expressed in these articles. A complemen- 
tary article on the question discussed below will 
appear 4n this Review shortly. 


The Short-term Budget Problem 


By T. Balogh 


Former Rockefeller Foundation Fellow (1928-30); temporarily with 
the Secretariat of the League of Nations (1931) ; Honorary Lecturer, University 
College, London ; engaged in economic research in London. j 


I 


HE British rearmament programme, which to-day 
| dominates the problem of the national finances, was 
decided upon at a time when, judged by any of the usual 
standards, recovery was already well advanced. Its urgency 
did not permit considerations of an economic character to 
determine either its extent or timing. Consequently the 
productive system was, at the beginning of last year, rather 
suddenly subjected to an excessive demand and considerable 
strain. During recent months, on the other hand, recovery 
has received a definite check, for the first time in five years. 
Some experts believe that this set-back may be the prelude 
to continued recession, and these opinions in themselves 
have had an adverse psychological influence. "There is no 
need to admit the validity of these warnings or to assume that 
the country is on the threshold of a serious depression. It 
may be useful, however, to consider the coming Budget in 
the light of these developments. 
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What was the effect of rearmament on our national 
finances, and what are its implications on the general economic 
position of the country? A retrospect over the past seven 
years suggests that the prosperity which England has enjoyed 
since 1932 ‘was due to a combination of good fortune, the 
exceptional position of this country in the world economic 
system and the monetary policy pursued.. The vicious circle 
of deflation, which previously had held the country in its 
grip, and which continued abroad, was broken. Ohe important 
consequence of this was that the effort made to balance the 
Budget in the midst of the crisis was successful, for by 1934 
the*expansion in the national 1ncome and therefore in tax 
revenue had reached the point where remissions of both 
economy cuts and of taxation could be granted, Further 
concessions were made the following year. More important 
still, the first appreciable increase in the cost of defence was 
met out of the growth in revenue, due. to moresactive trade, 
and only entailed some reduction in the amount allocated to 
debt redemption. The general economic trend continued 
hopeful, and there was good ground for expecting still further 
expansion in the tax revenue. The tax remissions increased 
the purchasing power of the generaf public and so appeared 
likely to bring about a further expansion in national income. 
lhis was an argument in favour of some postponement of 
debt redemption, pending the development of more favourable 
circumstances at a later date, This argument gained in force 
from the fact that the bulk of the possible debt conversion 
operations had already been carried through, and confidence 
in the national credit was firmly established. 

Then came the decision to expand the rearmament 
programme. This decision altered the outlook. "Though. 
national income continued to expand at an increasing rate, 
the consequential increase in tax revenue was no longer 
sufficient to keep pace with the growth in expenditure. The 
rate of both direct and indirect taxation had to be increased 
in the budgets of 1936-37 and 1937-38, and taxation already 
stands at levels only exceeded during the Great War. All 
prospects of taking advantage of the recent period of prosperity 
and buoyant revenue to effect a substantial reduction in the 
National Debt have disappeared, and with them any opportunity 
for preparing, from the budget point of view, for a possible 
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recession in trade. Debt redemption has, in the last Budget, 
given place to new borrowing, and further loan expenditure is 
envisaged. i 

In one sentence the need for rearmament has nullified, 
from the Exchequer's point of view, most of the gains from 
the expansion by one-third in the national income since 1932. 
National expenditure has risen now from £718 to £943 millions. ` 
It represents now over 20 per cent. of an estimated national 
income of £4,300 millions to £4,500 millions.* 

Disappointing as this development is, it need not arouse 
any acute misgivings. Itis true that any increase in expenditure 
or decrease in the revenue yield would to-day find the authorities 
with a smaller reserve of tax power in hand than they had at 
the beginning of the depression of 1929. Nevertheless, the 
implications of this fact are less disturbing than they appear 
to be on the surface. A budget deficit would only constitute 
an immediate threat to the internal monetary stability of the 
country if it proved greater than the volume of savings, under 
conditions of full employment for the capital and labour 

resources of the country. In that event a vicious spiral of 
inflation would originate until consumption was reduced 
sufficiently to make room for the new rearmament demand 
upon the country's productive capacity. There would, in 
fact, be a forced readjustment of real incomes, so that the: 
nation as a whole would consume less. As such a readjustment 
would involve certain risks, a strong case could be made out 
either for economies in Government civilian expenditure, or a 
curtailment of consumption effected by an increase in taxation. 

If, however, the volume of savings proves to be 1n excess 
of the Budget deficit, then its main effect will be to divert 
a portion of those savings into Government loans and so into 
financing rearmament, There need be no reduction in current 
consumption, but on the contrary it can continue to expand. 
For after the Government's needs have been met there will 
retain a balance of savings available for an increase, though 
at a reduced rate, in the country's productive capacity. 

Reassuring as these considerations may be, it must not 
be forgotten that even if the rate of savings is bigger than 
the budget deficit, the substitution of rearmament in place of 


* Including the former Road Fund revenues but excluding the Post Office. The 
estimate of national income is based on Mr. C. G. Clark's calculations, but indirect taxation 
has been excluded. 
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private investment is likely to result in temporary complications. 
When more or less full employment obtains (and this was the 
case in England in the middle of 1936) savings are not remaining 
idle, but are being utilised for civilian investment purposes. 
The new Government needs can, therefore, only be 
accommodated without inflation if civilian investment is 
sufficiently reduced, either by restrictive banking policy, by 
tax measures or by direct discouragement. Such interference 
with investment activity might, however, under- unfavourable 
circumstances set up a cumulative process of shrinkage, and 
might eventually depress private investment below the level 
needed tb provide for the equipment required for the execution 
of the rearmament programme. In that case total activity 
might temporarily decline, in spite of increased spending by 
the Government. a a 
—. Leaving this last point on one side, the first test to apply 
is whether or not the Budget deficit is likely to run ahead of 
the volume of net savings. Now the latter may be estimated at 
£350 to £400 millions a year. The Government has proposed 
to borrow only £80 millions a year for rearmament, and for 
1937-38 appears likely to need only a portion of this envisaged 
amount.. Provided that the natiormel income, and therefore 
the buoyancy of the tax revenue, remain at their present levels, 
it seems most unlikely that even 1f the rearmament programme 
is extended and accelerated, the Government will need to 
borrow more than £150 millions a year. i 
It thus appears that the country is well able to carry the 
rearmament programme without any risk of price inflation, 
even if there is no deliberate curtailment of general consump- 
tion. Admittedly there are some disquieting signs. The rate 
of profits seems to be shrinking. There has been a noticeable 
shift towards consumption rather than saving, and this in 
‘conjunction with rearmament needs has already had adverse 
effects on the trade balance by increasing imports. All these 
signs point probably to a temporary strain, the climax of which 
may already have passed. They are, therefore, by themselves 
not sufficient yet to warrant the adoption of a deflationary 
policy, especially as such a policy might spread to other 
countries with the reversion to the vicious spiral of deflation 
which was so prominent a feature of the great depression. On 
the contrafy, and notwithstanding the present drift towards 
increased consumption, the more immediate risk at the moment 
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may be that even without any further restrictive action, the 
volúme of savings may continue to outrun the demand of both 
Government and private business. If so, a decline of activity 
may ensue, In this event we would be faced with the problem 
of how best to co-ordinate financial and budgetary policy with 
banking policy, so as to bridge the gap, or at least to prevent 
it from widening. 


. III 


The next step, therefore, is to investigate the consequence 
of any set-back in trade upon public finance. This, analysis 
must embrace both the system of taxation and the extra 
budgetary funds. 

Prior to 1931 the British system of taxation tended to 
limit the extent and slow down the speed of the reactions of 
fluctuations in trade and the national income upon the public 
revenue, Had no new taxation been imposed, the decline 
in the yield of taxation 1n the last depression would not have 
been much greater than the fall in the national income. The 
increase in the scale of old taxation and the introduction of 
new taxes, which, according to the last Budget speech account 
now for as much as 20 pef? cent. of the total tax revenue, have 
necessarily made the revenue more closely sensitive to fluctua- 
tions in trade. Direct taxation, which accounts for more 
than one-half of the total tax revenue, is based on the principle 
of progressive taxation, Therefore, if national income should 
increase, it is probable that each increment will be taxed more 
heavily than the previous increment, as more incomes move 
up into the higher grades. Conversely, a general shrinkage 
in incomes will necessitate a still greater increase in the rate 
of taxation, if revenue is to be maintained. 

Then there 1s the introduction of a general tariff 1n 1932, 
which has increased the importance of customs revenue 
(from 14-7 per cent. of the total revenue in 1929-30 to 23:6 
per cent. in 1936-37). Formerly the customs and excise 
duties were derived largely from commodities for which 
there was a relatively steady demand irrespective of the 
state of trade. This is not true of the newer protective 
duties. Therefore customs revenue has not only become 
of increasing importance, but has also become more responsive 
to fluctuations in trade. 

For these and other reasons the ebb and flow of trade 
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has become more important to the national tax revenue than it 
was ten years ago. Revenue not only responds in greater 
degree to fluctuations in trade; it also responds more quickly, 
that is, with a much shorter time-lag. Thus the changes in 
taxation made since 1929 have an important bearing on financial 
and economic policy. An attempt to balance the budget by 
increased taxation in case of a decline in business activity 
would demand far greater and more immediate effort than 1n 
past periods. i 


IV 


This analysis of the position of the Exchequer does not 
eXhaust completely the relations of public finance to business 
activity. The various funds which are controlled by the 
lreasury and the National Debt Commissioners must also 
be considered. There are the Health and' Unemployment 
Insurance Funds, the Post Office Savings Bank, and various 
Pension Funds. To these may perhaps be added the funds 
controlled by the Trustee Savings Banks and balances held 
by the Paymaster-General, the Public Trustee, and various 
Government departments. There is, furthermore, the fund 
represented by the Fiduciary Note Issue and the Exchange 
Equalisation Account. Even excluding these last two, the 
sum total of these funds exceeds £1,000 millions, and the 
bulk of them are invested in long-term or medium-term 
British Government securities. Professor N. F. Hall, in an 
address to the Manchester Statistical Society, called attention 
to these funds and their importance. Their existence must 
be taken into account in connection with the present enquiry, 
because in many cases their size varies with the state of trade 
and employment. 

Savings Bank deposits represent the voluntary savings of 
the less wealthy sections of the community. The different 
Insurance and Pension Funds represent the “ statutorily 
enforced " saving of certain groups, including employers, 
employed, and also the taxpayer (in the case of Exchequer 
contributions), Broadly speaking, in times of prosperity these 
funds are reinforced. Conversely in times of depression and 
unemployment these funds tend to become depleted. 
^. The Unemployment Insurance Fund, by far the most 
importan? in this connection, has lately been showing a surplus 
.of moré than £2 millions per month, and, in spite of several 
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successive concessions to both beneficiaries and contributors, 
has accumulated a surplus of over £150 millions, apart from: 
the service and amortisation of the deficit accumulated during 
the depression. The importance of these fluctuations is 
apparent if this result is contrasted with the Unemployment 
Insurance Fund’s history in the fateful years before 1931. 
Its financial needs (to be met out of borrowing over and above 
an increase of the Exchequer direct contribution from about 
£112 millions.in 1928-29 to £194 millions in 1929-30, and an 
estimated £55-60 millions in 1930-31) amounted to not less 
than £36 millions in 1930-31, and to over £1,000,000 per week 
in the fateful summer of 1931. The crisis reforms of 1931, 
which increased contributions, imposed cuts and limited 
claims, saved £35:8 millions. The deficit, however, did not 
disappear immediately, and, after the borrowing powers of 
the Fund became exhausted in 1932, had to be carried by 
the State. The 1934 reform radically altered the structure 
of the Fund, but 1t could not alter the fact that the state of 
the Fund depends fundamentally upon the volume of 
unemployment, 

The existence of the social service funds thus makes the 
dependence of the Exchequer position on the state df trade 
even more marked, In times of good trade the buoyancy of 
the revenue will be directly or indirectly supplemented by 
the surpluses accruing to these funds. The contrary will 
apply in times of recession. 


V 


Let us try to apply the above considerations to the present 
financial position and see whether some possible lines of action 
do not suggest themselves. It seems clear that if national 
income should increase or even remain at about its present 
level, the Budget problem will in course of time solve itself. 
Heavy as the burden of expenditure is, it need not cause, by 
its own weight alone, monetary instability, or a tendency to 
inflation. The strain imposed upon the economic system by 
rearmament, substantial though it is, does not exhaust the 
potential ability of Britain to 1ncrease its national real income 
by a steady increase of its productive capacity and real pro- 
ductivity. The question is whether this potential power 
will actually become effective, and this unfortunately we cannot 
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safely..assuine. We must, therefore, consider the possibility . 
of continued recession. 

. .We.have seen that in comparison with 1929 a given décline 
of national income is likely to have more immediate and more 
considerable effects on the national revenue. The increase 
in taxation will both have to be greater and will also have to 
begin at a point where the burden is already considerable. 
Nevertheless, the Government will have some time in which 
to turn round. | . 

) There appear to be three courses of action which might 
be adopted to meet the position arising from a contraction of 
revenue; but before analysing them it is necessary to examine 
. the question of the probable course of expenditure. 

. Contrary to all superficial impressions, the experience of 
the last depression indicates that little was achieved even then 
by a reduction of expenditure during the crisis. The require- 
ments of unemployment assistance intensified then, and will 
again intensify the strain on the Budget to a far greater extent 
than could be offset by economies. The balancing of the 
Budget in the crisis of 1931 was mainly a result of 1ncreased 
taxation and the use of accumulated capital reserves. In 
the financial year 1931-32 perhaps £130 millions and in the 
following year over £150 millions of additional taxes were 
collected. A further toll of about {10 millions was extracted 
from the contributors to the Unemployment Insurance Fund. 
In spite of the heavy shrinkage in the national income, tax 
revenue increased from £655 millions in 1929-30 to £681 
millions in 1930-31 and {£710 millions in 1931-32. Cuts 
were calculated to save theoretically somewhat more than 
£60 millions, but £25-8 millions were represented by the cuts 
made in Unemployed benefits and the reform of the system, 
and a further £5-0 millions by the reduction of the defence 
estimates. 

A real reduction of expenditure was achieved only after 
recovery started. Recovery gave the national finances the 
benefits of the shrinkage in unemployment. The revival of 
confidence, the conversion of the National Debt and the 
almost complete disappearance of interest charges on the 
Floating Debt permitted a saving, as compared with pre-crisis 
days, of not less than £64 millions, 

- What is the position now? A reduction of expenditure 
is not possible in the short run; in fact, we must expect 
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a further expansion. The cost of defence may be expected 
to increase to £350 millions, the greater part of which will 
presumably fall on the ordinary Budget. Debt charges have 
already been reduced as far as they can be. In fact, if Sinking 
Fund allocations be excluded, they have already shown a slight 
increase, due partly to the series of funding operations, partly 
to rearmament borrowing, and partly to new Treasury Bill 
issues made against the Exchange Equalisation Account's gold 
purchases. This may continue. | 

The burden of social services, including housing, shows 
a further increase, even compared with the pre-depression level, 
and is still expanding. It will presumably increase still further 


-if unemployment grows, for it is not very likely that drastic 


general economies will be made before their necessity becomes 
far more urgeht and generally recognised. 


We may anticipate a totaleexpenditure of about, and 
possibly over, £1,000 millions. Thus the choice of methods 
of meeting the consequences of any possible trade recession 
is restricted to revenue policy :— 


(x) The recession might be regarded as a temporary 
phenomenon, and therefore ignored from the point 
of view of the Budget. 


(2) Any expected shrinkage in revenue arising out of the 
recession and/or increase in ordinary expenditure 
might at once (or rather in advance) be met out of 
increased taxation; non-recurring expenditure upon -- 
re-armament continuing to be met out of borrowing. 


(3) Future Budget policy might be co-ordinated with the 
general economic and monetary policy. The object 
would be to offset any cumulative deflationary tendency 
which would intensify the depression. This implies 
that the Budget problem should be regarded as one 
aspect of the general economic problem, 


The first course of action would be justified, provided 
that the recession was really temporary and not very serious. 
Expanding Government expenditure, accompanied as it would 
be by a Budget deficit, due to lack of further expansion in 
revenue, would to some extent help to check the recession. 
If there were a recovery in the United States or an amelioration 
of the world economic position and our export trade, then this 
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policy would receive further justification. On the other hand, 
as the contingency of the recession continuing or becoming 
worse.cannot be completely ruled out, a policy of complete 
economic inaction would seem to incur undue risks. 

The second course of action is likely, as has been shown, 
to intensify the depression. If it falls upon the less wealthy 
classes of direct taxpayers, it is likely to at once diminish 
consumption. A higher rate of taxation would also, act as 
a strong deterrent against fresh investment in England, and 
might even begin to drive capital abroad. No banking policy 
is likely to be able to offset so potent a deflationary influence. | 
For,these reasons there is a strong case against any considerable 
further increase in taxation. 


On the other hand, the Government's credit remains at 
a very high level, and this leaves scope for the adoption of the 
third method. Admittedly a policy of making the Budget 
dependent upon general economic considerations may be 
thought to differ only in degree from the first alternative of 
merely hoping that a recession is only temporary. Still, there 
is a very great difference between hopes and a deliberate policy 
of trying to lessen the fluctuations in trade and employment. 


This policy should proceed simultaneously in two directions 
and with equal energy. First, there is the handling of the 
Budget deficit, and its reactions on the capital market. Then 
there are the measures calculated to bring about a revival of 
private investment and spending, up to the limit prescribed by 
available resources and the vital needs of the State. 


In the first direction it appears necessary to maintain the 
confidence of the investing public. It will also be necessary 
to use the period of buoyant revenue to familiarise the investor 
with the considerations discussed above. In particular the 
public will need convincing that the power in the hands of 
the authorities is sufficient to prevent any unfavourable reper- 
cussion of a Budget deficit on the level of the rates of interest. 
If no rise of interest rates is feared, then probably none will 
take place, even if no use is made of the weapon of open- 
market operations. 

More precisely it is suggested that no further increase in 
taxation.should in any event be contemplated. Such a decision 
should not occasion any serious deficit next year. A case 
consequently can be made out for further borrowing, within 
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limits, carried out with the object of relieving the general 
strain upon the Budget as well as for financing non-recurrent 
re-armament expenditure. There seems little risk of this 
leading to any inflationary expansion of credit, for the reason 
that last year's set-back in the capital market has acted as such 
a deterrent against the investment of new capital, that savings 
are likely to run in excess of private investment for some time 
to come. To that extent the general trend of events is more 
likely to be.deflationary than inflationary. In these circum- 
stances, it appears that further funding operations should not 
be undertaken. With Treasury bills at 4 per cent. they 
only increase the cost of the national debt and deprive, the 
banking system and the money market of liquid assets. This, 
in turn, might create difficulties in the event of the recession 
reaching the point where the Government controlled funds had 
to begin realising securities; for the banking system would 
then have tQ help in the work ef absorbing them, and could 
only co-operate if the banks were able to maintain their 
accustomed ratios between investments of various liquidity. 
It may also be necessary—and under the circumstances 
envisaged perfectly safe—to increase the cash reserves of the 
banking system, so as to accelerate this process amd prevent 
any untoward stiffening of interest rates. 

Meanwhile regard must be had to measures of a more 
active character, to counteract a recession. 

The powers of Governments in general and even more 
of the Government of a single country no doubt are limited, 
and more especially now when the United States so powerfully 
dominate the course of events, Still they are not inconsiderable. 
It must not be forgotten that the success of 1931-36 was almost 
entirely due to the beginning of recovery, which in its turn 
was partly a consequence of more or less deliberate measures, 
such as the depreciation of sterling against gold, the intro- 
duction of the tariff, and the inauguration of the present cheap 
money regime. These stimuli have now largely exhausted 
their usefulness, even though cheap money remains as an 
integral part of our present economic policy. It might be 
worth searching for new stimuli, quite apart from direct 
State subsidies or the framing and undertaking of public 
works to compensate for any recession in private enterprise. 
Here it is only possible to throw out suggestions. * There may, 
however, be scope for general measures aiming at a better 
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alignment of prices and costs, which were, and in some 
directions still remain, under the influence of last year's 
abortive boom, This distortion of the price structure repre- 
sents an obstacle in the way of reviving private investment. 
Its readjustment will eventually be enforced by unemployment 
and losses, and so it seems unnecessary to wait until this process 
is completed with all the attendant hardship, Among the 
different objectives, which might be kept in view, are the 
lowering of the cost of living, the reinvigoration of. private 
enterprise, the maintenance of consumers’ demand and the 
stimulation of export trade. The former reasons for re- 
Stricting productive foreign loans and investments have also 
ceaSed to apply, and the restrictions themselves are already 
being relaxed. 

If—as some fear—the recession continued, the Government 
can and should resort to more direct measures’ of stimulating 
demand. In this event even greater care would be needed 
to avoid any action which might also retard a matural revival 
of private activity. Much would be done towards the pre- 
servation of confidence if the measures which the Government 
takes to increase general demand were framed so as to affect 
as little ag ible the balance of the Budget. 

It is tome that at the very moment when the State 
has embarked on loan expenditure on an unprecedented scale, 
and when at the same time forced savings extracted by taxation 
are devoted to vital but unproductive purposes, doubts should 
arise about the possibility of the future trend of economic 

‘activity. The real problem of the coming Budgets is, therefore, 

not primarily financial. It is the problem of co-ordinating 
public finance, as far as possible, with general economic 
policy, while trying to maintain economic progress, in the 
face of all the difficulties which are discernible in the short 
and even more in the longer run. 


T. BALOGH, 
20th January, 1938. 
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Notes of the Month 


The Money Market—While money remains very easy, 
it was not quite so plentiful in February as during the weeks 
immediately succeeding the New Year. The heavy influx 
of revenue reduces the banks’ supply of cash from time to 
time, and while most of this money is quickly restored to 
the banking system through redemptions of- Treasury bills, 
one or more.of the banks may be temporarily short of funds. 
Also there has been a reduction during the past month in the 
assets held by the banking department of the Bank of England, 
which is in part due to the redemption of sorhe of, the 
Treasury bills held by the Bank, Bankers’ deposits at the 
Bank have therefore shrunk from £113-1 to f105-6 millions. 
Thus these has been a slight but definite narrowing of the 
credit base. This movement is not significant, for during 
most of January the banks were unusually well supplied with 
cash. It certainly does not indicate any change in monetary 
policy. 

Meanwhile, between the New Year and February roth 
the floating debt has been reduced from £985 to £849 millions, 
and the quantity of Tfeasury bills issued by terfder from 
£622 to £542 millions. Thus the market has, for the moment, 
been left short of bills, and during recent weeks maturities 
of old bills have been running some fio or £15 millions in 
excess of issues of new bills. This relative dearth of bills 
has kept discount rates very low. At most of the February 
weekly tenders the money market could only obtain its bills at 
a price equivalent to a discount rate of $ per cent., and even 
at that low rate it secured very meagre allotments. 


The Foreign Exchanges.—Francs have been steadier during 
the past few weeks, with the pound sterling quoted at between 
Frs.152 and Frs.153. Thus the January crisis has, for the 
moment, subsided. There is some evidence, however, that the 
French Exchange Fund was brought nearly to the end of its 
resources, for the Frs.3,000 millions of gold transferred last 
November from the Exchange Fund to the Banque de France 
were, at the beginning of February, transferred back again to 
the Fund. Meanwhile the dollar developed fresh weakness 
in February. Spot sterling rose at one time to,$5-03, and 
there was a further tendency for Continental interests to 
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realise dollars and re-invest the proceeds in gold. Another 
consequence of this tendency was a keen demand for gold in 
London, and in the middle of February gold was quoted at a 
premium of 2od. per ounce above the American shipping 
price. By the end of the month, however, the dollar had 
improved to $5:02, while the gold premium in the London 
bullion market fell back to 154d. The free rate for Argentine 
pesos has remained weak. Early in February sterling was 
quoted at pesos 19:20 and at the end of the month the rate 
was still as high as pesos 19:06. These high rates neutralise 
most of the recent reduction in the surcharge from 20 to 1o 
per «ent, e 

Ihe Stock Exchange.—Mlarkets during February were 
largely influenced by political developments at home and 
abroad. Such events as the changes in Austria "following 
Dr. von Schuschnigg’s visit to Berchtesgaden, and Mr. Eden’s 
resignation naturally had a disturbing effect upon markets, 
while the January unemployment returns were also regarded 
as disappointing by those who did not realise how largely the 
increase in unemployment was seasonal. Thus markets were 
dull and weak during most of February, and it was only the 
last week of the month which gave añy evidence of recovery. 
There was then a definite rally in New York, due partly to 
President Roosevelt's statement that he favoured a slightly 
higher and much more balanced commodity price-level. 
This was quickly reflected in the London Stock Exchange, 
which soon recovered from the initial disturbance caused by 
Mr. Eden's resignation, and also began to take a more hopeful 
view of the outlook. The recovery, however, has not yet 
gone very far, and markets were again hesitant at the end 
of the month. 

Taking the month as a whole, prices of British Government 
securities have undergone minor fluctuations, but show little 
net change on balance. European bonds were affected by 
international developments. Home rails have shown a tendency 
to sag 1n sympathy with the general trend, and failed to respond 
to the better dividend announcements. The drop in in- 
dustrials was even more marked, but during the last week of 
February there was a slight recovery. Oil and rubber shares 
have been dull and weak. Gold mining shares have remained 
relatively steady, with only minor fluctuations, but base metal 
shares have been steadily falling since early January. 
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Overseas Trade.—The following table compares the over- 
seas trade returns of December and January for 1936-37 
and 1937-38 :— 

Dec. 1936 Jan. 1937 Dec., 1937 Jan., 1938 


millions 
Imports ..  .. 83:5 75-7 94. 3 84-9 
British exports ... — 40:5 39-1 43-9 41-2 
Re-exports TR 6-2 5.1 5:0 4-8 
Total exports... 46:7 44- 48-9 46-0 
Import surplus ... ‘8 31: 45.4 38-9 


Summits OE 


_ — The returns for last January reveal a substantial drop in 
imports compared with the preceding month, but a similar 
movemené occurred a year ago, and in both cases it was largely 
a seasonal decline. Raw material imports fell from £27:3 
millions in December, 1937, to.£25°7 millions the following 
month, but this movement was again partly seasonal. There 
has also been a slight decrease in British exports. A more 
detailed comparison of our overseas trade in January, 1937 
and 1938, is given in the following table :— 












Increase (+) 
January, 1937 | January, 1938 or 


Description : 
Decrease (—) 





| 

| £ mn. £ mn. 
Total Imports re ais ee 84-9 +9-2 
Retained Imports ... — ... — eee | 70-6 80-1 -9:5 
Raw Material Imports a nas | 25:7 25-7 — 
Manufactured Goods Imports... | 17:6 22-5 4-9 
Total Exports, British Goods “ae 39-1 41-2 2:1 
Coal Exports... "E i 2-5 3°0 -0-5 
Iron and. Steel Exports vis 5:4 4-1 +0- 
Cotton Exports ©... i - 5.5 4-9 —0-4 
British Manufactured Goods Exports 29-9 32-6 +2:7 
Re-exports ... ica zd Pus 5.1 4-8 —0°3 
Total Exports i 44.2 46-0 41-8 
Visible Trade Balance —31:5 — 38-9 —1:4 


The official estimate of the balance of payments for 1937 
has now been issued. The excess of imports of merchandise 
and silver was £443 millions, against £345 millions in 1936. 
To these figures must be added net Government outgoings 
of £3 millions in 1936 and £4 millions in 1937. , As a partial 
offset against this big increase in the import surplus, it is 
estimated that between 1936 and 1937 the net national shipping 
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- income rose from £85 to £130, net income from overseas 
investments rose from £205 to £220 millions, and other net 
receipts from £40 to £45 millions. Thus our total “ invisible 
exports" rose from £330 millions in 1936 to 4299 millions 
in 1937. The final deficit was therefore £18 ons in 1936 
and £52 millions in 1937. 

Commodity Prices,—Reviewing wholesale price movements 
over the past three months, the autumn fall 1n British prices 
was checked at the beginning of December. There followed 
-a moderate recovery, which lasted until the middle of January, 
but then came a further slow fall which continued until the 
third week of February. The final weekly index figure for 
the month, however, gave evidence of fresh stability. In 
the United States there was no recovery in wholesale prices 
at the New Year, and the decline continued without a check 
until the middle of February. Since then there has been a 
slight recovery. These movements are illustrated in the 
following table, which also shows approximately the highest 
point touched in early 1937:— 

United United 
Kingdom States 


° e (Sept., 1931 = 100) 
1937, March average ... os .. 436-8 135-1 
» December, first week  ... we A L274 125.1 
1938, January, second week ... .. 128-8 . 121:6 
» February, third week ... we 125.4 119.5 

3$ » ` fourth week ... ae 125-4 120°3 


During January the official British cost-of-living index 
number fell from 59 to 57 per cent. above its pre-war level. 
The index for February rst, 1937, was 51, so that there has 
been an increase of 4:0 per cent, in the cost of living during 
the past year. The January decline was partly, but not entirely 
seasonal. The retail food price index fell during January 
from 45 to 42 per cent. above its pre-war level, this move- 
ment again being partly seasonal. : The index for February ist, 
1937, was 35, so that the subsequent year's increase is 5-2 
per cent. : | 
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| Home Reports 
The Industrial Situation 


During the first few weeks of the New Year the seasonal 
reaction in trade, which follows the Christmas activity, is 
always so marked that it is not always easy to determine the 
long-term course of business. There is no doubt that the 
first two months of the year have witnessed a definite recession 
in trade and employment, There is equally little doubt that 
much of the recession is seasonal. The real question is, how 
much of this year's recession is so far explained by’ seasonal 
factors. : 

Some indication is given by the Economist's business 
activity index number for January, which has registered a 
drop below December of only half a point, from rrr to 110°5. 
The total drop in this index, since it touched its peak in the 
early autumn, is from 113:5 to 110°5, so that both this year 
and also since the autumn peak the recession has been very 
moderate. It also looks as if most of this year’s recession has 
been seasonal, and February indications tend to confirm this 
view. e * 

There are, however, several points of anxiety. First 
and foremost the heavy industries, which so far have main- 
tained their activity, are beginning to report the need for 
new orders. Civilian business is now falling away, which 
means that these industries are becoming more dependent 
upon rearmament orders. The current position of the textile 
trades is even less encouraging. Short time is already being 
worked in both the cotton and woollen industries. Also 
last year’s sharp fall in the prices of primary products must 
be affecting the purchasing power of many of our export 
markets. Among other significant signs are this year’s fresh, 
though limited, fall in wholesale prices and the fact that 
electric power consumption and the demand for industrial 
chemicals are not quite up to the level of previous months. 

That is the discouraging side of the present picture, but 
- there are also several hopeful signs. In the first place the 
January increase in unemployment was less than the normal 
seasonal increase. Again activity in the building industry is 
well maintained, and plans for dwelling-houses passed in 
January were above the volume of the previous year. The 
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January decline in iron and steel production was partly seasonal, 
for a similar contraction occurred a year ago. Railway goods 
traffic receipts are up to their early 1937 level, when allowance 
is rade for last October's increase in rates. Retail trade for 
January was 6:2 per cent. above that of January, 1937. Taking 
the position as a whole, so far the recession has been very 
moderate. There is, however, a growing need for new orders 
in many sections of industry. 

News from abroad is variable. Empire*trade on the 
whole remains good, in spite of the fall in prices of primary 
products, The outlook, however, is less reassuring in South 
America, where the partial failure of theeArgentine maize crop 
may be a serious factor. In the United States the autumn 
recession in business has now to some extent been arrested, 
and there are one or two signs of limited recovery. Much 
depends upon the future course of commodity prices and 
upon whether the Administration can carry out its intention, 
recently declared, of reversing the downward trend, News from 
Europe is variable. The French outlook is still obscure, and 
Holland and Belgium are sharing in the general world recession. 
Conditions in Germany remain very active. In Scandinavia 
the posifion of the timber and wood pulp and paper industries 
is not so favourable as it was several months ago. 


Agriculture 


England and Wales.—According to an official report, 
some progress was made during January with field work 
and cultivation. On the whole, at the end of the month 
work on the land was well forward for the time of the year. 
Early-sown corn, with the exception of some late-sown winter 
wheat, looks well. Potatoes generally are good. Prospects 
for lambing appear favourable, and where lambing has started 
the fall seems satisfactory. Cattle and sheep have done fairly 
well. With care existing stocks of winter keep should last 
till the spring, except perhaps those of straw, which are likely 
to be scarce later on. Milk yields are generally about average. 


Scotland.—Farm work generally is considered to be fairly 
well advanced for the season, although the ground is still wet 
in some districts. Winter-sown wheat continues to make 
good progréss. In the produce markets most of the centres 
report average supplies of grain, which have met a steady 
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demand. Barley of distilling quality is in particular demand, 
but stocks are almost exhausted. The potato trade continues 
quiet, with prices showing little change. In the livestock 
markets store sheep and fat pigs have been rather less numerous, 
but other classes are up to average, with prices steady to firm. 


Coal 


Hull.—Enquiry is most disappointing, and there is a great 
deal of uncertainty as to the future. Collieries are at present 
fairly well placed, owing to export contracts and the strong 
inland demand, but new export business is essential if 
production is to be maintained at its recent high level. THere 
is so far no change in prices, but practically all qualities are 
readily obtainable, 


Newcastle-upon- Tyne.—There have been a fair number of 
enquiries for,forward delivery, but little actual business has 
been closed, as most of the enquiries have been postponed 
for later consideration. Collieries are fairly well booked 
from March, but there is a little anxiety as regards later 
months. The coke market is weak. Stocks are fairly heavy 
and until the Baltic opens up this condition is likely «o last. 


Sheffield.—Detmand for industrial fuels is strong, and 
prices are firm. Deliveries under contract are being fully 
maintained. Export business is quiet, however, and shows 
little sign of any improvement. Household coal is steady, 
and in fairly good demand 


Cardiff—The South Wales market remains steady at 
present, but the undertone is easier. New enquiry is small, 
and practically no forward contracts are being completed. 
The general impression is that prices are too high. Many 
of the British coaling depot proprietors are postponing their 
shipments of Welsh coal, owing to the poor demand for 
bunkers abroad. 


Newport.—Collieries have been fairly well occupied. 
Home demand remains brisk, and in the export market Egypt's 
increased demands have compensated to some extent for the 
decline in shipments to France. 

Swansea.—The anthracite market continues to be very 
irregular. Larger sized best qualities and seconds are moving 
very slowly. Third qualities and cheaper coals are finding 
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a good demand for all sizes and prices are very firm, Fresh 
enquiry in the steam coal market is much less active, and 
smalls in particular are more freely available. 


East of Scotland.—1n both Fife and the Lothians trade 
is dull on the whole. A sustained demand on home account 
has helped the position of screened coal in the Lothians, and 
pearls are also firm, but both steam coal and trebles are in 
poor request. In Fife, prime navigation and certain classes 
of steam and pearls are fairly active, but the demand for 
other classes leaves room for improvement. | 


Glasgow.— The export section of the Scottish coal market 
is weak. Foreign orders are very restricted, as importers hold 
heavy stocks and are not inclined to buy until prices show some 
indication of stability. More coal is available for shipment, 
as a result of the diminished inland demand, which adds to 
the weakness of the market. Screened coals are the principal 
qualities offering for export,*though the larger sizes of nuts 
are also fairly plentiful, 


Iron and Steel 


Birmingham.—There has been a distinct change in market 
conditions. Deliveries in practically every branch are now 
easy, and consumers in many cases are suspending deliveries. 
The position is not quite so easy in constructional steel and 
plates. Several blast furnaces in the Midlands are likely to 
go out of blast, and there is little doubt that supplies of ordinary 
grade pig-iron are more than sufficient for normal consumption. 
It seems probable that much of the tightness last year was 
caused by consumers buying more than their needs, and the 
stocks they now hold are causing the easing in purchases, 


Newport.—Most works are still in arrears with orders, 
except those engaged on galvanised sheets and tinplates, for 
which demand has slackened. Stocks of raw material are 
tending to increase, and customers seem to be temporarily 
holding back before placing fresh orders in the hope of 
prices easing. Iron and steel imports totalled 35,100 tons in 
January, against 34,200 tons in December, and 9,500 tons 
in January, 1937. 

Sheffield.— he basic steel section continues to work 
to capacity and there is no sign of any slackening in the demand. 
Pressure remains heavy in the acid carbon and alloy steels 
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sections, but new business shows a slight recession. The 
heavy forging shops are busy and have plenty of work on hand 
to ensure prosperity for a considerable time ahead, The 
scrap position appears easier, and stocks of basic steel scrap 
are steadily increasing. 

. Tees-side.—The position in the pig-iron trade is much 
easier, and new business has fallen off lately. Production, 
however, remains at the recent high level. Consumers are 
now receiving good tonnages of iron from the Midlands and 
the Continent, purchased during the acute scarcity of Cleveland 
supplies, and have no need to make further purchases at 
present. Makers are now able to place small amounts ofsiron 
into stock for the first time for eighteen months. Export 
enquiry is small, and shipments are almost negligible. Steel 
consumers are rather less keen to place new business, but this 
is due to the stabilisation of prices over the rest of the year 
rather thane to any reduction*in consumption. Structural 
engineers and shipbuilders still exert pressure for larger and 
more prompt deliveries, and order books are very heavy. 


. . Wolverhampton.—Some branches are very busy, and are 
inconvenienced by lack gf materials. Foundries are active. 


Swansea.— Ihe tinplate market is quiet, and export 
demand is weaker than it has been for some time, chiefly, it 
is believed, owing to the political unrest in Europe. Orders 
are approximately 40 per cent. of their volume of a year ago, 
although the industry was only employed at Or:ir per cent. 
of capacity during January. 


Glasgow.—Confidence in the market for iron and steel 
has been shaken by weak advices from America and the Con- 
tinent. Makers of heavy steel, however, have many important 
contracts to fulfill and have sufficient work booked to ensure 
full employment for some months ahead. Re-rollers of bars 
are slightly quieter, and orders are needed by makers of bar 
iron. Black and galvanised sheets are also in less demand, 
particularly the latter, which are manufactured chiefly for 
export, and no improvement is expected until motor car manu- 
facturers cover their requirements in the spring, Tube makers 
report that demand for hydraulic-weld pipes is very heavy, 
but the smaller diameters of tubes and butt-weld tubes are 
quiet. In the pig-iron industry there are sixteen furnaces 
in blast. Outputs are well absorbed in spite of diminished 
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demand in recent months, this being due to the slackening of 
production at the foundries in the Falkirk area. 


Engineering 


Birmingham.—The more subdued tone of recent months 
continues although activity is still fairly high. Manufacturers 
of drop forgings and stampings remain busy. Foundries 
are fairly active, and some are very busy. Thè motor and 
motor accessories trades are quiet, activity being mainly 
confined to the commercial vehicle sections. Demand for 
steeb tubes is slow, but heavy constructional steel is in request. 
The electrical trades have improved. 


Bristol.—In the building industry the position continues 
satisfactory. There has been a steady demand fòr bricklayers, 
although the demand for other skilled workers has slackened. 
The employment position in the constructional'and general 
engineering sections remains good. There is still an urgent 
need for skilled men in the aircraft section, 


Coventry.—Electricity factories are busy, and machine 
tool makers have plenty of work om hand. The motor car 
industry remains quiet. The slackening in demand is stated 
to be due to some extent to the price increases. 


Leicester.—Home trade continues good, and there have 
been more enquiries for export. . 


Manchester.—Activity continues in all branches, but the 
volume of new orders tends to diminish. 


Sheffield.—Miany important engineering contracts have 
been booked during the past month, including an order from 
the Russian Government for machinery weighing between 
5,000 and 6,000 tons, which it is estimated will take eighteen 
months to manufacture. In spite of the greatly increased 
productive capacity, activity in all branches of the tool trade 
continues unabated. Large orders are still on hand, and 
prosperity in the industry is assured for some time ahead. 


Wolverhampton.—Mlakers of motor passenger and com- 
mercial vehicles are busy, but suppliers of components and 
accessories are experiencing a slackening in demand. Firms 
engaged on aero work are fully employed. Electrical plant 
and machinery are in good demand. 
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Glasgow.—Only four mercantile orders have been placed 
this year, and three of these are for tankers. Since last 
summer the yards have turned out about 40 merchant vessels, 
representing 150,000 tons gross, and have- booked about 12 
new orders. A good deal of Admiralty work is on hand, 
and the yards will be well employed for a considerable time, 
but prospects are less favourable than for some time past. 


Metal and Hardware Trades 


Birmingham.—The cold rolled brass and copper section 
is not so active as last year, although a fair volume of work is 
passing. Prices are unchanged. Orders in the hardware 
and hollow-ware trades are irregular. 


Sheffield.«-Conditions in the cutlery trade are somewhat 
variable, and work appears to be unevenly distributed, but 
on the whole the seasonal slacleess still prevails. Demand 
for spoons, forks and scissors is brisk, and the production of 
safety razor blades continues on a large scale. The sterling 
silver and E.P.N.S. branches are fairly well employed. 


Wolverhampton.— The hardware trades are fairly steady, 
and the lock section has made some headway recently. " Demand 
has fallen off appreciably in some sections of the hollow-ware 
industry. 


Chemicals 


Business was steady in most sections during January. 
Industrial chemicals were fairly satisfactory though slightly 
less active than during the last part of 1927. Wood distillation 
products continue in very fair demand, and trade in phar- 
maceutical chemicals was average for the time of year. A fair 
number of enquiries were received for coal tar products, but 
only a few large orders were placed. 








Cotton 


Liverpool.—On the ''futures"" market prices have risen 
slowly, and towards the end of February reached 5:03d. per Ib, 
The last rise of xo points followed Mr. Roosevelt's reference 
to low commodity prices, and the resulting speculation as 
to the possibility of inflationary measures. The Farm Bill 
to restrict the acreage for next season's crop is proceeding 


? 


+ 


i 129 


through its various stages in the Washington legislature. 
If 1t becomes law, an area of 26,384,417 acres will be under 
cotton, and a subsequent referendum of growers will require 
a two-thirds majority to determine allotments on a crop basis 
of 10,750,000 bales. This season's planted acreage was 
officialiy returned at 34,192,000 acres, although private 
estimates record a much higher figure. Business has shown 
an improvement on speculative buying and hedge contracts 
have remained restricted. On the “ Spot" market a better 
tone prevails and firmer prices have encouraged slightly better 
trade. Weekly forwardings to American mills and to the 
mills of the world are still much below those of last year. 


Manchester.—Reports are not encouraging, and producers 
of both yarns and cloth are finding new orders at prevailing 
prices difficult to obtain. Numerous mills axe nów working 
short-time. 


Wool 


. Bradford—The wool market is extremely quiet, with 
prices in favour of buyers. Spinners are mainly working 
short-time, and there is keen competition for any new business. 


Huddersfield.—lhe tone is exceptionally quiet in all 
sections of the woollen and worsted industry. Considerable 
stocks have accumulated, and no improvement can be looked 
for until they have been liquidated. The slackness is accen- 
tuated by the lateness of Easter, and the unsettled world 
conditions. 


Hawick.—lhe Border tweed trade shows little change, 
and manufacturers continue to be adversely affected by the 
uncertainty in the markets for the raw material. Owing to 
the international situation demand on foreign account is 
extremely slow and the home trade is at present practically 
the only outlet. Hosiery manufacturers are equally affected 
and few factories, either tweed or hosiery, are employed more 
than three or four days a week. Spinners and dyers are also 
poorly employed. 


Other Textiles 


Dunde&— The unsettled conditions have affected all 
sections of the jute market, and business 1s of small dimensions. 
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There is a fair enquiry for yarn, but buyers still appear to be 
refusing to pay the rates asked. Some manufacturers are 
being compelled to curtail production. 


Dunfermline.— The continued strength of the raw material 
has not been reflected in any sustained demand for linen goods. 
Buyers are difficult to interest, and purchases are mostly 
for small quantities to meet immediate requirements. Prices 
of flax and tow are still irregular. Very little business is passing 
in the fibre, and spinners are finding little incentive to contract 
for supplies when only trifling sales are being made. 


Clothing, Leather and Boots : 


Bristol—There has been a slight improvement in the 
boot and sħoe trade, and a number of employees previously 
working short-time have resumed full-time employment. In 
the clothing teade a seasonal increase has been noticed in 
unemployment, and a number of women employees have 
been placed on short-time pending the completion of contracts 
for spring clothing. 


Leicester.—Home trade in boots and shoes ig quiet. 
Exports show a slight improvement. Business in hostery 1s 
slack. 


Northampton.—Stocks of boots and shoes in the hands of 
retailers are thought to be very low, but there is no evidence 
of any large amount of buying. Business generally continues 
quiet, and manufacturers still tend to hold off in order to 
see the trend of the leather market before placing orders of 
any size. The price of leather shows signs of hardening. 


Shipping 


Bristol —The trade of the port has been well maintained. 
The tonnage of vessels arriving showed an improvement 
compared with a year ago, and the imports of goods have been 
steady. Stocks of goods in the Authority’s warehouses remain 
normal, with the exception of stocks of grain which have 
declined slightly. 


Hull.—Exceedingly quiet conditions rule in the freight 
market for practically all directions. The present low rates 
are consequently unlikely to improve. 
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Liverpool.—Outward coal chartering has been on a 
moderately active scale, but rates have not generally been 
favourable to owners. River Plate homewards commanded 
steady rates, but quotations for later positions were on a 
nominal basis in consequence of the slow movement of wheat 
and maize cargoes. Gulf and Atlantic-American rates rule 
quietly steady for grain and miscellaneous cargoes. Elsewhere 
conditions are unchanged, with Australian quotations at 
scheduled figures for forward loading. 


... Newcastle-upon- Tyne.—There is an almost complete dearth 
of Baltic, and Bay business, and a very quiet market to the 
Mediterranean. In the absence of new business rates continue 
in merchants’ favour, and there is little prospect of any imme- 
diate improvement. 


Southampton.—Inward shipping during Jahuary amounted 
to 1,201,365 gross tons and was 4 per cent. higher than in 
January, 1937. There was a slight decrease in the number of 
passengers, but an increase of more than 3 per cent. in the 
cargo traffic. The South African deciduous fruit traffic 
at the docks is now approaching its peak period, and heavy 
shipments are being received each week. 


Cardiff.—The freight market is bad. Enquiry is small 
and orders scarce, and with an excess of tonnage offering the 
general undertone is easy. Some steamers have decided to 
lay up rather than take present business offering, and unless 
an improvement develops shortly the amount of tonnage laid 
up will no doubt be 1ncreased. | 


Newport.—The slackening in grain movements from the 
Plate, and the decline in coal shipments to France, have given 
freight rates a further set-back. Many vessels are finding 
it difficult to secure regular employment at adequate rates, 
and some tonnage is likely to be laid up again for lack of cargo. 
Very little increase in world trade would be needed to set 
shipping moving again at something like the pace of six months 
ago, but there is no immediate hope of such a revival. 


Swansea.—Very few orders are circulating on the freight 
market for any direction. The coasting market has been 
particularly quiet, and charterers are without great difficulty 
securing tonnage at almost 1s, under the schedule rates agreed 
to by the British coasting owners. ! 
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East of Scotland.— here were only a dozen vessels on 
loading turn at the Forth coaling ports at mid-February. 
Apart from coal and paper, which showed large decreases, 
exports at Leith docks during January were satisfactory and 
a notable feature on the imports side was an increase of 15,000 
tons in the quantity of grain brought in. In the freight 
markets tonnage is plentiful and rates are easy. 


Glasgow.— The demand for tonnage for coal carrying is 
still very meagre. There is a very pronounced scarcity of 
orders in all sections of the market, including the Baltic. 
Rates are not being thoroughly tested but the gengral tone 
is easy and boats are éreely offered. ° 


Foodstuffs 


Liverpool, grain.—Wheat “ futures” closed at 7s. 34d. per 
cental compared with 7s. 7$d. on January 2oth. Quiet conditions 
have prevailed, the chief feature being the effect of unfavourable 
weather conditions in the United States winter wheat belt; 
fair rainfall has improved the position latterly but a heavy 
abandonment is foreshadowed. The United Kingdom and 
Continental demand for c4i.f. wheat remains slow: Germany 
still confines her attention to the Argentine, while France’s 
bread wheat requirements for the current wheat year will be 
met from home production. -The final Australian wheat crop 
estimate is 170,031,000 bushels, as against 150,559,000 bushels 
for the 1936-37 season. The demand from the East is 
severely curtailed and whilst Commonwealth growers are 
holding supplies the absence of a satisfactory Continental 
demand is not encouraging. Maize prices are unchanged. 


Liverpool, provisions.— The demand for Continental bacon 
has been fully sufficient to clear stocks on arrival. There has 
also been a good demand for American hams on a firm market, 
at somewhat higher prices. Conditions in the canned meats 
market remain unchanged, and firm prices have ruled. There 
has also been a satisfactory clearance of canned fruits at about 
unchanged prices. Lard quotations show little change, with 
only a moderate demand, while Empire butter has been 
a good market with arrivals rather on the light side. Con- 
tinental makes are firm. There has been a steady market 
in cheese, and demand has been fair. 
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Fishing 
Brixham.—Landings were light during January, owing to 
adverse weather conditions. Prices were unusually high, and 
demand keen owing to the shortage of fish. A few trawlers 
made. good trips, catches in some cases realising up to £230 


per trip. The herring season in South Devon waters has been 
a complete failure, 


Hull.—At the beginning of January fish were plentiful 
and prices reasonable, but after the first week the very heavy 
gales provoked a shortage of supplies and prices rose until 
the endeof the month. Supplies became more normal towards 
the middle of February. The fishing returns for January are 
of particular interest, in view of the recent decision to reduce 
the trawler capacity by 20 per cent. Landings of British 
owned vessels totalled 484,542 cwts., of value £349,368, a 
decrease in volume of 50,372 cwts. as compared with January, 
1937, but an increase in value of £23,431. Foreign landings 
direct from the fishing grounds totalled 17,009 cwts., of value 
£11,995. 

Penzance.—The fishing düring the early part of January 
continued to be very fair. Several boats shot their nets and 
nice catches of mackerel were taken. Prices remained very 
firm at irs. 6d, to ras. 6d. per hundred. The latter part of 
the month was not so good, and boats were consequently 
laid up. The Cornish winter season for herring and mackerel 
in the Mount’s Bay area has been by far the best for a con- 
siderable number of years. 


Scotland.—The herring fishing off the Forth is active, 
but while there is now a considerable fleet of boats at Anstruther 
and neighbouring ports, results to date have been disappointing 
on the whole. Prices generally tend to fluctuate round aos. 
to 25s. per cran, Rather better landings of white fish have 
been in evidence, which have met quite a good market. 


Other Industries 


Carpet-making.—lhe carpet trade of Kidderminster 
shows distinct signs of improvement, although workers are 
still on short-time, some departments working only three days 
a week. “Orders for spring delivery are, however, quite up to 
average. The Government, acting on the recommendation 
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of the Import Advisory Committee, have increased the specific 
duty on carpets other than hand-made knotted goods from 
9d. to 1s. per square yard—the alternative duty of 20 per cent. 
ad valorem remaining unaltered—but the general view is that 
this will not assist the makers of the better qualities very much. 
The great fluctuations in the price of wool during the last 
two or three months have caused buyers to be uncertain as to 
their future trend, but manufacturers, with two exceptions, 
do not intend at present to change their prices, which should 
help to stabilise trade for the moment. 


Paper-making and Printing.—Bristol reports a seasonal 
slackness in the printing trade. Business in the paper-making 
trade remains fairly good. 

Edinburgh reports a marked cessation of ''forward " 
buying in the paper-making trade. Export difficulties are 
also making themselves felt, and with the possibility of a fall 
in prices, conditions generally arg definitely dull. In the 
printing trade both machine-rooms and case-rooms are actively 
employed, and in this branch of industry the outlook still 
appears hopeful. 


Timber.—Hull reports that the sawn-wood market has 
shown some signs of revival, mainly owing to the release by 
the Russians of stock-notes of goods for 1938 import, 
amounting to about 200,000 standards, together with the - 
announcement of the prices at which they are prepared to 
sell, Applications totalling 140,000 standards have been made, 
against which business is expected to mature for about 120,000 
standards. The basic price of £15 for 7” Archangel u/s Red, 
which is the figure the Russians are asking, is lower than was 
expected. Demand is good for the time of year, and the 
average of deliveries from stock is being well maintained. 
Enquiries for forward delivery are also more numerous. 

Pitwood imports at Newport in January amounted to 
4,725 fathoms, compared with 4,350 fathoms in December 
and 2,172 fathoms in January, 1937. Other timber imports 
totalled 250 standards, against 1,139 standards in December 
and 526 standards in January, 1937. 
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Overseas Reports 
Australia 


. From the National Bank of Australasia Limited 


Since the holidays trade and industry have been satisfactory 
and prospects appear favourable. ‘The main need is for the 
prices of the chief export commodities to become stabilised or 
else to improve. Owing to the limited demand for wool, 
brokers’ sales for the first seven months of the season were only 
1,400,000 bales, or half the estimated season's receipts into 
brokers’ stores. The wheat harvest is now stated to be 
170 million bushels, mostly of good quality. A more recent 
cable states that exceptionally good summer rains have fallen, 
particularly.in the tropical and sub-tropical pastoral divisions, 
and also over a large part of South Australia. More rain 1s 
needed in the south-west areas of New South Wales. 


Canada : 
From the Imperial Bank of Canada 


Business activities are still showing the effect of the 
recession, though it appears to have been checked—at least 
temporarily. The General Index has fallen to about 8 per cent. 
below its level for January, 1937. Resistance to the reaction 
lasted until November, but activity has since slowed down. 
Still, the fall in employment is no more than seasonal. 
Car loadings reflect the smaller wheat crop, but movements 
of manufactured goods and industrial raw materials are 
relatively well maintained. Banking transactions are but 
moderately affected. 

Sentiment reflects conditions abroad rather than at home. 
Developments at Washington, and particularly the Govern- 
ment's attitude to business, are being more carefully followed 
than European or Far Eastern events. At the same time the 
pending Anglo-American trade negotiations are being closely 
studied, particularly as regards their possible effect on 
Canadian exports. : 


India 


Bombay.—A recent cable states that the Indian cotton 
. crop is estimated at 5,407,000 bales, or a decrease of ro per cent. 
below last year. Recent American advices have also been 
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bullish, so the local cotton market has been very firm. No 
sharp rise in prices, however, is expected, Since the beginning 
of the year there has been a good demand for Oomras for 
shipment to Japan, and Indian mills have been buying Punjab 
American and Sind American varieties, Prospects for Broach 
Surat and Gujerat crops are excellent. There has been no 
improvement in the market for imported piece-goods, which 
remains very disappointing. Stocks of British goods are not 
very heavy, but demand is very poor. Stocks of Japanese 
goods are very heavy, and so far there is no diminution in 
arrivals. Prices have, therefore, been falling, and this has 
adversely affected both Indian and Manchester cloths. Still, 
there have been fair clearances of Indian goods, with a healthy 
undertone and a large forward trade. Trade in Indian yarns 
has been scarce, with some forward business. Japanese 
yarns have been'unsteady, and there have been scattered sales 
of British yarns at steady prices, 


Calcutta,—The raw jute market opened quiet, with prices 
tending lower, and little business passed until the end of 
January. The tone is now quiet, with sellers keen, but prices 
have hardly fluctuated. In hessians, burlap prices have varied 
narrowly, influenced by thé rumours of a working agreement 
between the Association and non-Association mills, There 
is as yet no confirmation of these rumours, but discussions 
are taking place. Heavy goods have moved in sympathy, with 
little activity. There has been only one public tea auction, 
as very little tea is on offer. Common teas were slightly 
easier, but best teas were firm. 


Burma 


Rangoon.—December’s rainfall makes the rice crop difficult 
to estimate. The surplus available for export is estimated 
to be equivalent to 4,189,000 tons of paddy. Business has 
increased slightly of late, due mainly to speculation. European 
shippers have been inactive, and Indian shippers are 
uninterested, owing to the proportion of damaged grains. 
There is no improvement in the European timber market. 
The Calcutta and Bombay markets have been quiet, but some 
business has been done with Madras. In hardware, con- 
ditions while far from normal have improved, and prices 
are firmer, Dealers are perturbed at the late opening of the 
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buying season, and are not adding to their stocks. Money 
is tight as a result of the late marketing of the paddy crop. 
Eire 
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Heavy rains have retarded farm work, but as ploughing 
was well advanced the effects were not serious. Ample supplies 
of fodder, roots and grain were on hand, and reserves are 
expected to last through the season easily. The quantity of 
grain marketed was small, as farmers are keeping it for feed 
in preference to selling it and then having to buy fodder. 
Good supplies of potatoes are available, and the tubers are 
keeping well in the pits. Demand for sged has been quieter. 

gels and turnips are proving good average crops, but 
sugar beet is rather below the average of recent years. Trade 
in cattle is, on the whole, good and prices are firmer. Sheep 
are reported in good health and condition.” The number 
marketed shows a slight, increase. Demand for horses 
continues keen at high prices. 


France 


From Lloyds & National Provincial Foreign Bank Limited 


e & 
The trade returns are summarised below :— 


Compared with 
Jan., 1938 Dec., 1957 Jan., 1957 


Imports— Fr. mill. — Fr.mill Fr. mill 
Foodstuffs 965 — 283 + 79 
Raw Materials .. 2,369 —330 4-397 
Manufactured Articles ... 558 — 33 + 84 

Total ... 3,892 —646 -+560 

Exports— | 
Foodstuffs 310 — 57 -+ 27 
Raw Materials i 869 +. 78 +295 
Manufactured Articles ... 1,272 + 86 --360 

Total 2,451 +107 -+682 






































The adverse visible trade balance for January, 1938, 
was Frs.1,441 millions. Compared with January, 1937, the 
Franc value of imports has increased by approximately 17 
per cent., while exports show an increase of over 38 per cent. 

The number of registered unemployed on February rath 
was 409,776, compared with 420,597 at the same time last 
yeat. 
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As reported last month, the six big Railway Companies 
were amalgamated on January rst under the name of “ Société 
Nationale des Chemins de Fer Francais.” Receipts from the 
beginning of the year to February 4th, detailed below, amounted 
to Frs.1,242 mullions—an increase of Frs.291 millions—or 
30°59 per cent., compared with the same period last year. 
As the increase, however, is less than the average increase 
in rates during the intervening year, it is clear that a 


diminution in, the volume of traffic has occurred. 
Difference as 
Receipts compared with 
January, 1938 January, 1937 
Frs.'000 ` Frs. 000 


IS. 
Passengers — ^.  ..  .. 251993 + 40,209 ° 
Luggage ... es s — 4,971 -+ 550 
Parcels, etc, is ids ES 60,085 -+ 16,706 
Merchandise is sale ee 925,322 -+ 233,605 

Total ..  ..  .. 1,242,301 + 291,070 


A further increase is shown in the official January figures 
for the cost of living in Paris. 


RETAIL Prices oF 34 HouskHoLp REQuisrTES (1914 = 100). 


1936, May Sis ‘ey 459 

1937, January ... ©.  .. aa 567° 
December vi vus sine ns .. 676 

1938, January ... vis one sas e. 693 


Compared with a year ago the increase is 22:22 per cent. 
and compared with May, 1936—the date immediately prior 
to the introduction of the new social laws—the increase is 
51 per cent, 

Very idle conditions prevailed during last month on the 
Paris Bourse, and business is now at a low ebb. This is 
attributed mainly to the persistent weakness of Wall Street 
and to the international situation, "There was little change 
1n the quotations of French Rentes, Bank shares and Industrials. 
The only market which has shown any signs of activity is 
that in gold mining shares, which were comparatively firm. 


Le Havre—Quotations in the coffee futures market 
indicate the weak tendency resulting from the uncertain coffee 
situation and low offers from Brazil. There has been some 
liquidation of open positions. Some heavy shipments are 
afloat, but quantities already arrived have not been up to 
average. Recent deliveries, made to meet fairly gdod require- 
ments, have also caused stocks to fall to 500,000 bags as against 
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610,000 bags. On February r1th the Licence tax was tem- 
porari reduced from Frs.i40 to Frs.80 per roo kilos. on 
70 per cent. of the licences, the remaining 30 per cent. to pay 
Frs.140 per 100 kilos. 

__ Prices in the cotton futures market have advanced steadily 
with only small fluctuations. The market has apparently 
discounted both the restrictive measures of the Farm Bill, which 
has passed the Lower House, and the possibility of a change 
in the gold policy in the U.S.A. Deliveries tothe mills have 
been fairly good, but stocks in Havre have remained stationary 
at 326,000 bales. 


. * Lille.—The situation in the textiles trades shows no 
improvement, and business continues very dull. The mills 
are fairly well occupied on old contracts, but stocks of yarns 
tend to grow, and in the absence of new business further 
reductions of working hours will have to be considered. In 
spite of higher wages, incréased production costs and higher 
prices ate acting as an effective brake on any increase in demand. 
Local opinion 1s pessimistic and it is felt that until some form 
of co-operation between the employers and the workers 
enables output to be considerably increased no improvement 
can be expected. 

Flax prices remain firm, but apart from Government 
orders business is quiet and demand restricted. Stocks of 
yarn are growing, and discussions are taking place for a further 
reduction of 20 per cent. in production. Weavers are seriously 
affected by the poor demand, and except for firms working 
on speciality lines, further decreases in working hours are being 
enforced. 


Roubaix.—Conditions in the textile industry remain very 
unsatisfactory, the spinning section being particularly depressed. 
Few new orders are forthcoming and delays are experienced 
in taking up completed contracts. Some mills have closed 
down for a few weeks, while others are working only 16 to 
24 hours a week. Arrivals of raw wool are lower than is 
usual at this time of the year and few combers are running 
at more than 50 per cent. of normal. Manufacturers of medium 
and low class piece-goods are a little better placed, but many are 
working to stock. Demand for fine cloth is poor. Quotations 
for tops continue weak in sympathy with the fall in prices in 
the primary markets, Unemployment has increased sharply. 
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Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Business has again contracted in volume during 
the past month. There is little activity in the wool market, 
and mills are running at less than half their capacity. The jute 
and hemp markets are depressed and production is restricted. 
Hides and skins are equally unfavourably placed, and certain 
small factories.in the boot and shoe trade have had to close 
down. Unemployment has increased far above what might 
be expected during the usual seasonal depression. 


There has been a complete lack of interest on fhe Stack 
Exchange and the downward tendency in prices still persists. 
Belgian Government Bonds continue to be in demand. 


_. Brussels —The uncertainty as regards iron and steel prices 
still prevails., Prices tend to sag owing to concessions made 
privately. ere is also some concern as to whether the 
Cartel will be renewed. This uricertainty is reflected in the 
weak demand from consumers. 


There is little change to report in the coal trade. The 
recent cold weather creafed a somewhat better demand for 
domestic qualities, but demand for industrial fuel is shrinking. 
Competition for foreign coal remains keen. 


Germany 


Full employment in industry continues. During January 
seasonal unemployment rose only from 995,000 to 1,052,000, 
compared with 1,850,000 at the end of January, 1937. 
No residues of the depression remain, but there are still 
great disparities of production, consumption and income. 
The increase in savings is smallest in purely industrial areas, 
and greatest in agricultural areas. Retail sales in both 1936 
and 1937 exceeded the level of previous years. The 1937 
figures were 45 per cent. above the 1933 level, sales of 
motor cars being 125 per cent. higher and furniture sales 
105 per cent, higher. Sales of textiles and wireless sets have 
increased by 151 per cent. The expansion in the sales of 
foodstuffs is only 29 per cent. and in drugs 27 per cent., but 
this is because the demand for these commodities ‘is relatively 
inelastic. 
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Foreign trade increased considerably between 1936 and 1937. 
Imports rose from Rm.4,298 millions to Rm.5,468 millions, and 
exports from Rm.4,768 millions to Rm.s,9rr millions. The 
export surplus of Rm.433 millions was lower than in 1936. 
In January, 1938, low exports of finished goods are the 
explanation of an import surplus of Rm.37 millions. 


Holland : 


Compared with the world, conditions in the Netherlands 
are not, developing unfavourably. The number of unem- 
ployed is still large at 435,717, but it is Smaller than the figure 
of 466,242 for January, 1937. Opportunities of employment 
are now considerable in the shipbuilding industry. Old 
orders have been completed, but new orders will provide 
work for some time to come, and the prices yield a profit, 
as a result of the drop in tHe cost of raw materiàls. 

With the single exception of foodstuffs, wholesale prices 
are still declining. The following are the main index numbers : 


INDEX NUMBERS OF WHOLESALE Prices (1926/30 == 100) 


© Raw Manufactured — General 
Foodstuffs Materials, etc, Products Index Number 
1931 T iat 71-0 62°2 83-9 16:5 
1935 us $us 65:4 43-0 66-6 61-5 
1936 a s 66:4 49-9 67-6 65-8 
1937 Hes a 75-8 69-3 78:7 16-2 
September, 1936 ... 65-8 48-4 66:1 62-6 
January, 1937  ... 75:3 69-3 74-2 13.0 
December, 1937 ... 78-8 62-4 78-8 75°6 
January, 1938 ... 79-0 61.8 78:1 75-2 


The rise in wholesale food prices is reflected in an increase 
in the cost of living. To meet this, wage increases of from 
7 to 1o per cent. have been granted in some industries. There 
have been no labour troubles. 

As one consequence of the present official monetary 
policy, which has recently been the subject of discussion, money 
remains extremely easy. This has induced the big insurance 
companies, the controllers of pension funds, and other large 
investors to consider joint action to prevent interest rates from 
being forced down. In consequence, recent municipal loans 
have not been so successful as those issued previously, while 
there has also been a diminution in the number of conversion 
operations. 
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Norway 
The latest trade returns are summarised below :— 


Jan., 1937 Dec., 1937 Jan., 1938 
Kr. mill. Kr. mill. Kr. mill. 


Imports T: TT 91.6 99:4 96-2 
Exports aa siete 65:2 96-2 11-2 
20:4 13-2 19-0 


ORR EOT i pae hosts 


The wholesale price-index for February rsth, 1938, is 
157 (1913—100). This represents a further decline of one 
point since January. . The general index number of ‘the cost 
of living for January 15th, 1938, was unchanged from the 
three preceding months at 171 (July z914— 100). The number 
of unemployed persons on January 15th was 33,046, against 
33,906 the preceding month, and 35,435 in January, 1937. 
he monthly.index of industrial production (1935=100, 
adjusted for the varying number of working days) is summarised 
in the following table :— 


Home Market Export Total of 
Year Industries Industries Industries 
INov. Dec.9* Nov. Dec. Nov. Dec. * 
1934 ... 97 92 104 109 100 98 
1935 ... 106 104 115 103 109 104 
i936 ... 122 115 113 lil 119 114 


19357 ... 135 121 137 123 136 121 


The average index number for 1937 works out at 122°5, 
which is 10:6 per cent. higher than in 1936. The expansion 
was most noticeable in the industries working for the home 
market and also in the capital industries. 


Sweden 


The anticipated stability of timber prices was broken by 
the low prices quoted for the first Russian offerings on the 
English market. The unsettled state of the freight market 
is also tending to narrow the margin between Russian prices 
and the previous Swedish prices, but some reduction is thought 
to be certain. The market is naturally quiet, and will remain 
so, as most importers already have heavy stocks on hand. 
In Holland there has been a suggestion of prohibiting further 
imports until June, so as to reduce the large stocks now on 
hand, but the Danish market has been somewhat eased by the 
Danish Exchange Council's decision to waive all restrictions. 
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Swedish sales up to mid-February amounted to 175,000 
standards. 

Stagnation persists in the paper pulp market, Chemical 
pulp sales are practically at a standstill. Unsettled world 
conditions are preventing enquiries for 1939, and sellers are 
unwilling to force the pace. The mechanical pulp market 
is likewise quiet, but demand for prompt shipment is com- 
paratively good, prices being satisfactory. , 

The paper market is unchanged. Buyers have large 
stocks on hand and can wait. Sellers are forced to maintain 
prices owing to the increased costs of raw materials and labour. 
Lately there has been a substantial 1ncrgase in wages, and in 
am attempt to counteract it mills have reduced output. 

The Swedish iron market is unsteady. In some quarters 
demand has again increased, so that delivery dates have been 
put off for as much as five weeks. January's iron imports 
declined to 37,700 tons, or. 39,000 tons less than in January, 
1937. Pig-iron exports and raw materials were almost un- 
changed at 26,000 tons. Domestic consumption of rolled 
and forged iron and steel was 53,000 tons against 92,000 in 
January, 1937, and production was only 41,000 tons against 
59,000. , Prices are unstable and foreign competition is keen. 


Denmark 


During the month to the middle of February the foreign 
exchange holdings of the National Bank increased from Kr.75+3 
to Kr.89-8 millions. Banking results for 1937 have been 
satisfactory and many banks have increased their dividends. 
Many industrial dividends are also higher, in spite of increased 
taxation. Imports for 1937 totalled Kr.1,697-4 millions, or 
an increase of Kr.211-4 millions over 1936. Exports, including 
re-exports, totalled Kr.1,606-2 millions, or an increase of 
Kr.226-6 millions, The 1937 import surplus of Kr.or'2 
millions compares with one of Kr.106:4 for 1936. All kinds 
of wood, except beech wood, were recently transferred to the 
free list of imports, and it is expected that the release of paper 
and allied articles will follow. | 

Butter is quoted Kr.12 lower at Kr.226, This price is 
still Kr.24 higher than it was a year ago. Eggs have risen in 
the month from Kr.110 to Kr.116, and bacon from Kr.172 
to Kr.174. 
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At the end of January 29:9 per cent.—or 132,457 men— 
of all registered workers were unemployed, compared with 
24:6 per cent. at the end of December. 


The wholesale price index in January fell a point to 119 
(1935-100). The index for exported articles fell from 123 
to 113, and that for imported articles from 126 to 125. State 
employees have been granted a further increase in their 
salaries, and this will necessitate new taxation. 


A Bill is to be introduced imposing a special progressive 
tax on all interest earnings from investments. It is calculated 
that the yield will be about Kr.25 millions. The, proceeds 
will be used for relie? measures designed to reduce agricultural 
indebtedness, and also for public works. 


Switzerland. 
From Lloyds & National Provincial Foreign Bank Limited 


The exchange on London has remained steady. Swiss 
bonds have maintained their high prices, while shares have 
tended to weaken owing to the state of the international share 
markets, Nestlé shares, however, have maintained their prices. 
The Government has called for the repayment on April 30th, 
1938, at par, of two Swiss Federal Railway Loans, totalling some 
Frs. 400 millions. It is not yet known whether the Government 
will repay this out of available cash resources or issue a new 
loan. An example of the easiness of money is shown in the 
latest accounts of the Swiss National Bank. ‘These show a 
reduction in the discount profits from Frs.3,304,000 in 1936 
to Frs.365,000 in 1937. 

Conditions in the winter sports resorts were favourable 
during February. There was plenty of snow and the weather 
was still cold. 





Morocco 
From the Bank of British West Africa Limited 


Business conditions in the French zone of Morocco have 
been disturbed by the high discount on the forward franc 
and by anticipations of new Tariffs, which have accentuated 
the usual pre-harvest inactivity. Agricultural prospects con- 
tinue favourable in most parts of the country, though more 
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rain would be welcome, especially in the south. Imports 
have recently been on the heavy side, including green tea, 
textiles, and hardware, but the market. is not considered to be 
overstocked. Prices for Japanese goods are weaker, but 
green tea is firmer, owing to the uncertainty regarding new 
crops in China, The French zone is now exporting olive oil, 
Italy being a large buyer. Grain prices are weak except for 
maize and seeds, and eggs are cheaper on a diminishing French 
demand. Preliminary trade returns for the year 1937 show 
imports at Frs.r,766 millions, exports at Frs.1,151 millions. 

Customs receipts in 1937 totalled Frs.492-4 millions, 
against Frs.366 millions in 1936, sugar contributing the largest 
proportion, Frs.176-4 millions, followed by petrol and parafhn 
Frs.53°5 millions. It is anticipated that payment of customs 
duty in kind will be abolished finally this year. ° 


The United States ° 7 


So far there seems to be little evidence of any real move- 
ment towards recovery. Most business indicators still show 
a downward tendency, and all that can be said is that the rate 
of dechne is now quite slow. There has, however, been a 
sharp rise in the volume of business failures. Insolvencies 
in January involved commitments of over $15 millions, against 
$13°3 millions in December and only $8-6 millions in 
January, 1937. There were also 59 bank failures in 1937, 
compared with 44 in 1936 and 57 in 1934. In spite of the 
powers conferred on the Housing Administration to make 
grants to local authorities for slum clearance, amounting to 
go per cent. of the cost of the work involved, no local authority 
has yet undertaken any such scheme. Residence building for 
private account is almost at a standstill, so that the United 
States has not had the benefit of intense building activity, 
which proved a leading factor in the British trade recovery. 

The raw sugar market has been dull and weak, but prices 
for granulated sugar have been maintained. The rubber 
market has failed to respond to the recent reduction in the 
export quota, and the tyre industry is also passing through its 
usual ‘‘ mid-season " period of quietness. The recent im- 
provement in the price of copper was very short-lived. 
January hdme sales were slightly below those of the previous 
month, but foreign buying is said to be still good. — 
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During January the number of blast furnaces in action 
was reduced from 95 to gr, and output per day fell from 
48:075 tons in December to 46,100 tons in January. The 
steel industry was working at just over 29 per cent. of capacity 
during January as a whole, but the rate rose to 31 per cent. 
at the end of the month. The outlook for the steel industry 
is very obscure, with rumours of an impending reduction in 
the price of certain types of steel. 

In spite of the debates on the Farm Bill, speculation in 
cotton futures has only been moderately active. One clause 
in the Bill provides for a subsidy of 2 cents per lb. for 
cotton growers, while another debars the Commodity Credit 
Corporation from selling its loan cotton until some date in 
1939 unless it can sell at a price covering the loan and all 
expenses. elt is not clear whether, under certain conditions, 
the farmer can obtain his subsidy on cotton already lodged 
as collateral under the loan scheme, but this point is obviously 
of some importance. Up to February 3rd, Government loans 
of $214 millions had been granted on 4,884,000 bales of cotton, 
equivalent to a valuation of 8:38 cents per 1b. 

There has been no improvement in the cotton textiles 
trade. The mills have been able to maintain their seduced 
production schedules and so are not ready to consider price 
concessions. 


South America 


From the Bank of London and South America Limited. 


Argentina.—]anuary exports show a marked decline below 
those of the previous years, the actual returns being 282 million 
pesos for January, 1937, and only 146 million pesos for January, 
1938. In particular wheat shipments have shrunk from 87 
to 31 million pesos, and maize shipments from 60 to only 
9 milion pesos. Very little business in maize has recently 
been passing, as the stocks of the old crop are now nearly 
at an end, while owing to the damage caused by the drought 
there is considerable uncertainty over the coming harvest. 
Imports remain considerable, owing to the fulfilment of orders 
placed during the period of prosperity a year ago, but the 
market in imported cotton goods is heavily overstocked, and 
orders for the next summer season have only been placed 
very spariagly. 
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The official import rate for the peso is unchanged at 
16-12 pesos to the pound, including commission, but the 
free rate has been at times over r9 pesos to the pound. 


Brazil.—Yhe cotton market remains firm, but the coffee 
market has eased again after its slight improvement early in 
February. Business generally remains quiet, with imports 
on a restricted scale. As from February 16th the Banco de 
Brazil 1s making a further distribution of exchange cover, 
for delivery within sixty days, in payment of'foreign import 
bills which fell due up to February 7th, provided that deposits 
in milreis had been duly effected at the stipulated provisional 
ratt. Such deposits continue to be made on the basis of 
‘Rs.17$600 per United States dollar, equal to Rs.88$510 to 
the pound, 


Chile.—The exchange rate on New York in the export 
exchange market remains at 25 pesos per dollar, which makes 
the rate in London 125-50 pesos to the pound. The exchange 
position, however, is becoming increasingly difficult. The 
produce markets have been quiet, but the demand for cereals 
has been well maintained. 


Japan 

A recent cable states that production is still being main- 
tained except in the textile trades. Prices are rising. The 
price of white shirting, in particular, jumped disturbingly, 
as a result of speculation, Retail trade has revived. Export 
trade is still discouraging. Imports also are well below the 
1937 level. Cotton and wool imports have been drastically 
reduced. Money is plentiful, and Government bonds sell 
well. A slight set-back occurred in the Stock Market, but 
the undertone is steady. 
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Statistics 


BANK OF ENGLAND 
Issue Department 








Note Govt. Other Other | Silver | Fiducia 
Circulation. Debt. i AM Securities.| Coin. Testi. Gold. 
£ mn, £ mn, £ mn. £ mn. £ mn. £ mn. £mn. 


End March, 1931 | 357-1 | 11-0 | 232-0 | 12-9 | 40 | 260-0 | 144-5 
»  » 1932] 360-5 | 11-0 | 240-9 | 19-3 | 38 | 275-0 | 120-8 
»  » 1934] 378-8 | 11-0 | 245-4 | 0-2 | 35 | 260-0 | 191-1 
»  » 1835| 38-4 | 11-0 | 246-7 | 0-2 | 21 | 260-0 | 192-5 
»  » 1986| 406-5 | 1L0 | 2465 | 1:5 | 1:0 | 260-0 | 200-6 
n 5 1937 415-8 11:0 187.0 2:0 mim 200-0 3135.7 





—Ó— M ÀÀÀ—ÁMÁM— | e m A—Má € — a ——m—Á | ee 
Feb. 16, 1938 | 474-1 188-5 0-7 — 200-0 326-4 
Feb. 23, | 1938 | 474-5 188°3 0:7 — 200-0 326-4 





Banking Department 














: Govt. {Discounts} Other 
Public | Bankers’ Other |9 Propor- 
Deposits, | Deposits. || Deposits. png ame Ns Reserve tion 
£ mn. £ mn. £ mn. £ mn. £ mn. £mn. | £mn, 96 


End March, 1931 | 17:2 58-8 34:7 30-3 | 24°6 | 25:7 | 48:35 || 43-6 
» .» 1932| 272 54:6 34-4 35-7 | 11:7 | 51-1 | 25:9 | 30-9 
2» è n»  4934| 17-5 94:5 36-9 77-1, 5:6 | 11°0 | T7574 | 49-2 

^» n» 24935, 20-1 96-6 41:2 87-6; 5:6 | 11-4 | 71-7 || 45:5 
» s  d936| 18-0 83-6 37°0 80:3; 5-0 | 16°7 | 54-9 || 39:6 
» n»  4937| 52:2 62: 3 38°5 1100-5; Fel | 22-9 | 40-8 | 27:7 


a —À y M Ü—ÓÁ— | aaa MMÀ MÀ] | MÀ mm—Q———— i t 


Feb. 16, 1938 | 15-8 | 106-4 35.5 97-9] 62 | 18°8 | 53:0 j| 33:6 
Feb. 23, 1938 | 16:7 | 1056 35-5 97-4] 65 | 19:5 | 82-6 | 33-3 














LONDON CLEARING BANKS (monthly averages) 





Accept- Balances} Call 
Deposits. | 2° | Cash. | and | gs, | Bills, | veste | advances, 
uara Cheques, : 
tees, etc. Money. 
£ mn £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. 


March, 1931 | 1,763-9 | 121-5 | 184-0 | 43-5 | 114-1 | 240-4 | S1Ll:1 | 936-1 
»  1932| 1,076:4 98.7 | 174-0 | 434 | 112:5 | 216-8 | 281.9 | 902:1 
» 1934| 1830-6 | 112-8 | 218-9 | 43:5 | 120-4 | 202-1 | 547-1 | 753-0 
» 1935 | 1,923-3 | 117-7 | 214-0 | 43-6 | 133-4 | 207-0 | 614-4 | 766.8 
»  1936* 2,108-3 | 105:2 | 216-7 | 53-8 | 162:4 | 252-0 | 635-1 | 849-2 
» 1937*| 2,244.2 | 122-5 | 225-8 | 62-7 | 169-8 | 247-8 | 667-4 | 934-4 


Dec,  1927* 2,:30-4 | 114-2 | 244-3 | 72-9 | 163-1 | 300-1 | 634-7 | 979-1 
Jan,  1938* 2,329-4 | 111-3 | 250-9 | 60-7 | 153-7 | 331-3 | "635-6 | 965-5 























* Includes the District Bank. 


$ 
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LONDON BANKERS’ CLEARING HOUSE RETURNS 


1930 ... 

1931 ... 

1932 ... 

1935 ... 

1934 ... 

1935 ... 

1936 ..° 

1937 ... 

1937 to Feb. 24 
1938 to Feb. 23 
1937, Feb. (4 weeks) 
1938, Feb. (4 weeks) 





Town 
Clearing 


£ mn. 
38,782 


31,816 
27,834 
27,715 
30,740 
32,444 
35,039 
36,719 
6,017 
9,509 
5,142 
2,643 






Metropolitan Country 
Clearing Clearing 
£ mn. £ mn. 
1,812 2,964 
1,668 2,152 
1,610 2,668 
1,657 2,766 
1,760 2,984 
1,887 3,229 
2,040 * 3,538 
2,162 3,805 
351 
343 606 
i 172 299 
171 298 





Total 


£ mn. 
43,558 


56,236 
52,112 
52,138 
55,484 
57,560 
40,617 
42,686 
6,975 
6,258 
5,613 
3,112 


HT a a Ege OON ON S O at A È nT È odd 


929 
Birmingham... PE 
Bradford 5:9 
Bristol 5.3 
Hull... 4-0 
Leeds 4-4 
Leicester 3°6 
Liverpool ... | 342 
Manchester... | 58*0 
Newcastle-on- 

Tyne 6:5 
Nottingham 2.8 
Sheffield... 4.6 

——e-- 


1952 | 1993 
£ mn. | £ mn. 
9: 9-7 
3°4 5-3 
4-9 5-0 
ó*0 3°2 
3-8 3'8 
31 3-1 
25°6 | 25:6 
42-5 | 42:1 
5:7 6:5 
1:9 1:9 
3.3 3:5 


26-8 
46-1 


6-9 
2:0 
j:6 


Mar., | Mar., 
1936 | 1937 
£ mn. | £ mn. 
10-7 | 11-3 
4-7 4-6 
5:5 5:5 
3:4 4-0 
3.9 4.8 
3-1 oS 
21:5 | 358 
44:9 | 50:7 
5-7 6°3 
2:l 2:3 
4-3 6-0 


Dec., | Jan., 
1937 | 1938 
£ mn, | £ mn. 
12:1| 12:5 
3:8 39 
5:5 5:5 
S7 4:5 
4:0 5:5 
oa 3°5 
26°3 | 25-9 
44-1 | 46:7 
6:7 T3 
2:2 2:5 
5:1 5'7 


— | y e À o i Q—MMnÓÍ]—M eer mar OOOO O N NA aa 


115-8 | 134-6 | 116:7 | 123-1 


141-2 | 106-2 | 107-7 | 117-2 | 108-1 





ISO 


LONDON AND NEW YORK MONEY RATES 





LONDON New ‘York 
Treasury Bills ERB. 
Bank |———— ———————| 3 Months’ |. Short Re- Call. | Accept- 
Rate | Tender| Market | Bank Bills | Loans || discount} Money | ances 
Rate Rate Rate 





Percent. Percent. Per cent. Percent, | Per cent. || Per cent.] Per cent.| Per cent. 
2-2 2 là 1 


End March, 1931 | 3 |25 |25-2: |2&-2 























” » 1932 3 | Ody lk 21-21 2-3 3 24 24 

» n 1934 * 2 $83 $ 1 il 1j l 3 

T » 1935 | 2 $ i-i ý 1-1 1 Yt 

?f n 1936 2 $t iiv i-1l li i 1s 

” » 1937 | 2 $ $ Ys $l 1 Yo 
Jan. 26th, 1938 | 2 4 i Hes | o 1 I5 ae 
Feb. 23rd, 1938 | 2 4 i li-85 ii 1 T i 

? FOREIGN EXCHANGES 
Posdon 1936 | 1937 1938 
on oy MICE 
Feb.26 | Feb.24 | Jan. 28 | Feb.2 | Feb.9 | Feb.16 | Feb. 23 
New York— 

(a) Spot... 4-993. 4:894. 4.99%) 5-002 5-014 5:01i 

(b) 3 Tenis 8c p.m. | dic. p.m. | $c. p.m. | 32c. p.m. |. 1c. p.m. ic. p.m. 
nues bas 982 4-89, 4-991 5:00£ 5.0045 5:01" 

aris— . 

(a) Spot... | 743$ 1054 153% 15235 15223 15238 | 15383 
- @) 3 months Fr.1.4 dis. Fr.213dis. | Fr.7 dis. Fr.6] “dis, Fr.62 dis. | Fr. 6 dis. Fr.54 dis. 

erlin— 

(a) Official... | 12-29 12°16 12-41 12-41 12-41} 12-42 12-40 

(b) Registered ! . 

Marks 434%, dis. 5% dis, 46396 dis.| 473% dis.) 48% dis. | 49% dis.| 49%% dis.. 
Amsterdam  ... 274 931 8:.96H| 8:962 8:962 8:961 8-965 
Brussels see 29. 32 29-021 29- 603 29-574 | 29°55 29°574 | 2 
Milan... ... | 623 9215 9415 95} 95.3. 9534 958 
Zurich ss. 15-114 21°44 21:634 | 21-61% | 21-60% 21:603 | 21:59 
Stockholm ... | 19:394 19-394 19:40 19-40 19:40 19-40 19+403 
Madrid a 3648, 72-00* 90* 90* 90* 90* 90* 
Vienna... T 264 263 264 264 264 264 264 
Prague .. || 119% 1403; 142i 142$ 142% 142 }§ 1424 
Buenos Aires— 

(a) Export... || 15 15 15 15 15 15 15 

(b) Import... | 17-03 16-00 16-00 16-00 16-00 16-00 16-00 

(c) Free ... # 18-073 16°34 17-02 18-13 18-60 18-95 19-00 
Rio de Janeiro— . 

(a) Official... 579430 558700 — — — — 

(b Free  ... 858750 803000 869500 | 888100 | 883200 | 883500 888300 
Valparaiso... | 128 1314 124-93" | 125-28* | 125-28" | 125-71% | 125-40* 
Bombay .. || 184d, 18}d. 18id. 184d. 183d, 184d. 183d. 
Hong Kong ... || 153d. 14isd. 15d. 15d. 15d. 15d. 15d. 
Kobe .. ... fl 1/13 1/2 1/2 1/2 1/2 1/2 1/2 
Shanghai ... | 14,3d. l4fd. 143d. 143d. 1434. 144d. 143d. 
Gold price... | 141s. 03d.) 142s. 21d. 139s. 71d.| 139s. 9d. | 139s. 8d.e | 139s, 9d. |139s.10àd 


Silver price ... 193d, 20.1.4, 204d. | 208,d. 20 $d. 20d. 201d. 


* Nominal. 


ISI 


M Ó M M&——— | a —— ÀÓ—À— | o [| ———————— 











REVENUE— £mi. | £mn. | £ mn. £ mn. 
Income Tax S. uS .. | 229-9. | 228-9 | 238-1 . . 251-5 
Sur-Tax ius X we | 52:6 51:2 51-0 38-4 
Estate Duties... - e| 853 81:3 87:9 . "9:0 
Stamps ies Vid ace | Sart. 24:1 29:8 . -2 18:8 
National Defence Contribution]  — — — — 0-4 
Customs os a we | L79°2 1185.1 | 196°6 . . 195.6 
Excise .. | 107-0 | 104.6 | 106:7 . . 104-5 
Motor Vehicle Duties | ` : 

(Exchequer Share) T 5:2 5:1 5-0 . . 33°9 
Other Tax Revenue ... oes 2-6 3.1 2-1 . EM LU 

——A——————— M— jr ———— Sa acl 

Total Tax Revenue  ... ov | 683°5 | 683-4 |7132 . 703-5 
Post Office (Net Receipt) ... | 13-1 | 12:2 | 11:7 14:6 
Post Office Fund  ... bii — — — . — 
Crown Lands "t 1:2 1:3 1:4 1:2 
Receipts from Sundry Loans 47 | 44 49 5.2 
Miscellaneous Receipts wwe | 22:1 15.1 21:7 11:6 

Total Non- Tax Revenue we | 41 33°0 39°7 . . 32:6 

Total Ordinary Revenue e| 724-6 | 716°4 | "852-9 : 736-1 
Post Office ... «. «| 59:5 | 61:8 | 66-1 S! 
Road Fund ... 234 we { 25:5 26:4 25.8 . — 

Total Self-balancing Revenue... | 84-8 88-2 91-9 . 64-3 

EXPENDITURE— 

National Debt Interest wee | 212°9 | 211-6 | 211-5 203:7 
Payments to IN. Ireland '  ... 6:6 6-8 7-2 6:4 
Other Cons. Fund Services... 4°1 3:6 5-7 2:9 
Post Office Fund re aie — 2:3 1-1 — 

Supply Services -  ... ..| 458-8 | 472-2 | 512-0 5-2 

Total Ordinary Expenditure ... | 682-4 | 696-5 | 737-5 -9 | 758-2 

Sinking Fund... wef 77 | 123 | 125 -76 
Payments to U.S. Govt. 3°35 — — — 

Self-balancing Expeadiure 
(as per contra) ..| 848 88-2 91°9 99-3 64:3 





-* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1956-37, 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 


















Coal Pig-Iron Steel 

K Tons mill. Tons thous, Tons thous. 
Total 1913 "T NR 281-4 10,260 7,664 
» 1925 is s oe 243-2 6,262 7,385 
„ 1929 rT € T" 257.9 7,589 9,656 
», 1930 ind iss - 243-9 6,192 7,326 
„n 4931 wi. ous s 219°5 3,773 5,203 
», 1932 i bs yrs 208-7 3,574 5,261 

» 1933 si TUE 207-1 4,136 ° 702A. 
» 1934 E iat ee 221:0 5,969 8,850 
» 1935 e .. ja na 222:9 6,426 9,842 
» 1936 a m i 228-5 7,686 11,705 
5. 1987 es 2 out 241-20 8,497 12,964 
January, 1937 «ww ee 19-5 651 999 
January, 1938 kee 20-8 761 | 1,081 
BOARD OF TRADE, PRODUCTION INDEX I OMS 
* (1930 = — 100) 
Complete Year | 1936 1937 





1936. | 1937. | 4th Qr. i Ist Qr. | 2nd Qr.} 3rd Qr.| 4th Qr. 


EE | ON | iE | ins | ÜÓÀP a à 








` Mines and Quarries ... — .. | 94-4] 99-8] 99-0} 99-4 103-9 
Iron and Steel aa ae | 150-1 | 166-7 | 155-6 | 158-1 177-6 
Non-Ferrous Metals ... — ... | 143-8 | 165-3 | 154-0 | 154-4 166-2 
Engineering and Shipbuilding | 123-3 | 136-2 | 132-4 | 136-4 135-2 
Building Materials and Building | 157-1 | 153-3 | 157-3 | 148-5 148-4 
Textiles ese a e. | 126-4 | 129-8 | 130-2 | 130-1 126-3 
Chemicals, Oils, etc. ... .. | 115:4 | 124-0 | 120-6 | 121-8 125-1 
Leather and Boots and Shoes | 120-7 | 118-8 | 119-6 | 120-6 115-6 
Food, Drink and Tobacco ... | 114-5 | 120-3 | 121-2 | 111-2 124-5 
Total® .. s se ss | 1246 | 133-1 | 131-7 | 131-3 | 1338 | 130-4 | 136-8 
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UNEMPLOYMENT 
(a) Percentage of Insured Workers 
Date 1929 1931 1932 1934 1935 1936 1937 1938 
End of— 
January 12:3 21:5 22-4 18-6 17-6 16-2 12-4 13°3* 
February 12:1 21:7 22:0 18:1 17-5 15:3 12-0 
March 10:0 21:5 20-8 17:2 16-4 14-2 11:6 
April 9-8 20:9 21:4 16-6 15-6 13-6 10-5 
May 9°7 20-8 22-1 16-2 15-5 12-8 10-7> 
June 9°6 21°2 22:2 16-4 15:4 12:8, | 10-0 
July 9-7 22:0 22:8 16°7 15°3 12-4 0-1 
August 9-9 22-0 25:0 16:5 14-9 12-0 9-9 
September | 10-0 22:6 22-8 16:1 15-0 12:1 9.7* 
October e 10°3 21-9 21:9 16:3 14:5 12-0 10-2* 
November | 10-9 21:4 22:2 16:3 14:5 12-0 11:0* 
December | 11:0 20°9 21-7 16-0 14-1 | 12-0 12-2* 





* New Basis. e 
(b) Actual Numbers Employed and Unemployed (in thousands) 


Mar., | Mar., | Mar. Mar. | Dec. | Jan., 
1932 | 1934 | 1935 1937 | 1937 | 1938 


nee | ——Àá | Ne E ÀÀàÓ——ÀM M P R$ Áo, | Àm— y ata TS FAH A 


Number employed ... | 9,549 |10,058 |10,200 | 10,689 |11,163 | 11,310 | 11,437 111,309 


yee i À———— E I iNet, § E | IN |__| ro mc reed 


Wholly unemployed 2,129 | 1,814 | 1,721 1,330 | 1,280 | 1,400 
Temporarily stopped | 427| 317, 324 170| 326| 352 
Normally in casual 

employment Mex 104 94 92 16 59 66 
Total unemployed ... | 2,660 | 2,225 | 2,143 | 1,879 | 1,677 | 1,576 | 1,665 | 1,818 





RAILWAY TRAFFIC RECEIPTS 





Four weeks ended Aggtegate for 7 weeks 
Feb., 21, 1937 Feb., 20, 1938 1937 1938 


Pas- Pas- Pas- Pas- 
sengers Goods sengers Goods sengers Goods Sengers Goods 


——M——————S Fon — —————— —X—  ——— € M RR, O 


Great Western we | 0:6 1:2 0-6 1:3 l'1 2'1 1:1 2:3 
London & North 

Eastern* ... ..]| LO 2:4 1:0 2:5 1-7 4:1 1-8 4:3 
London Midland & 

Scottish ... wwe | 1:5 31 1°6 $:2 2:6 5.3 2:7 5.5 
Southern... ..| LO 0-4 1:0 0-4 1:8 0:7 1-8 0-7 
Total ... E as wel 7-1 4-2 7-4 72 | 12:2 7-4 | 128 


* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines 
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RETAIL TRADE 
` (from the Board of Trade Journal) 
. Change in value since same date in previous year - 





Jan., 


- 
- 


^ 





* Including some goods which cannot be allocated to sub-headings. 


aes T 
Me 


1935 1957 | 1938 
l a .By CATEGORIES : Great Britain 96 % | % 
Total E T 4- 4-2 4 8-5 | + 6:2 
Food and Perishables ... + 43 --10-0 | + 8&2 
Other Merchandise of which E 
Piece-goods* — 2:8 dedos pepe: 
(i) Household Goods " siS +07 | + 56 
(ii) Dress Materials ... — 3:8 +. 0*9 4- 8:4 
Women’s Wear* J- 3:1 +93 | + 8-2 
(i) Fashion Departments ... | + 7-1 4-156 4135 
(ii) Girls’ and Children's Wear | + 3:8 10-2 | + T:5 
(ii) Fancy Drapery ... Nil 45:5 | + 47 
: Men's and Boys’ Wear + 72 + 53 | + 52 
Boots and Shoes + 9:2 --12-7T* | + 4:7 
Furnishing Departments - + 3:9 Nil — 0:5 
Hardware — Q*6 — 02 1 + $9 
Fancy Goods... + 5:5 55]|-—25 
.^. Sports and Travel + T8 443 | 4+ 2-3 
. Wiscellaneous and Unallocated | -+ 4-5 -- 9:0 |-+ 6:4 
By AREAS— 
All Categories— 
Scotland + 6°9 +76 | + 86 
North-East ... — +90 | + 7:1 
North-West ... — +- 88 | +- 6:6 
Midlands & South Wales ... — +123 | + T6 
South of England + 46 4-995 | + T3 
London, Central & West End | +- 5-0 — 0:9 | + 1:2 
London, Suburban ... + 52 4104 4- 5:4 


^. 
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OVERSEAS TRADE 





































IMPORTS EXPORTS | 
i Date ' Manu- . Manu- 
R R 

.Food Materials Tauren Total Food Materials ered Total 

Monthly Avetage—- £ mn. | £mn. n. | £mn. | £ mn. | £mn. | £mn. | Ema, 
1929 ids ewe | 44°6) 28:3| 27-9 | 101°7 4°6 6-6; 47-8, 60-8 
1930 see | 596] 20-9 | 25-6} 87-0 5.3 5-5] 36°7 | 47-6 
1931 "Pn xus 34-7 | 14-44 | 21-81 71-8 30 3°9 | 2715, 32-6 
1932 oe DN ál:l 13-7 | 13-1] 58-5 2-1 6; 250, 30-4 
1933 $vi 2s 28:5| 15-0| 12-6] 56:5 2:4 3:8 | 254| 30:6 
1934 T Pod 28:9} 17:5]| 14:5| 61-0 2*5 4:0| 25-4 | 33:0 
1935 29:6] 17-7] 15°41 63-0 2:6 4.4 | 27-4] 35:5 
1936 Vis 31:9 | 20-7) 17T-7| "70-7 3'0 4-3} 28-4| 36:7 
1937 ity 36-0 | 26°3} 22:9) 85-7 oa 54| 337| 43°5 

miri — r 
Jan., 1937 ... we | 32:0] 25°71 17°65 75-7 | 3'0 51] 299] 39:1 
Jan., 1938  ... gate 36°2 | 25:7| 22-5 | 85-0 3°0 4-7 | 32:6| 41:2 
SOME LEADING IMPORTS . 
{ : Iron and 
Iron Ore Hides 

Dat Wheat d Raw Raw Wet nd Wood Rubb Steel 

ate pa Scrap Cotton Wool Dry Pulp RUSE Manu- 














mnanaa MIA 











—. 


(thous. | (thous. (thous. 
(thous. | (thous. |centalsof |centals of; (thous. | (thous. ERU E (thous, 
s. 


Monthly Average— cwts. | tons) | l001bs)| J00Lbs.)| cwts.) tons) tons) 
1929 M .. | 9,5314] 480 ; 678 98 137 33 235 
1930 8,731 | 363 1,011 | 652 108 128 326 243 
1931 m 9,952 | 185 989 | "Gy 3106 122 237 257 
1932 8,803 | 159 1,048 | 765 105 153 176 133 
1933 9,366 | 234 1,169 | 793 120 162 189 81 
1934 g 8,552 |. 392 1,052 | 657 116 187 395 114 
1935 8,435 | 415 1,060 | 720 141 185 325 96 
1936 8,401 587 1,289 762 157 198 116 124 
1937 i 8,074 | 669 1,382 | 653 157 149 254 170 

Jan., 1937 .... n. | 5,604] 472 1,621 | 926 119 143 86 83 


Jan, 1938 ... ..] 6,526 | 837 | 1,487 | 834 | 124 167 399 309 


.j Tron Meachin-| Cotton Cotton Woollen | Worsted | M 
- : otor 
Date Coal ene. ery Yarns Co Tissues | Tissues Cars 


Monthly Average— (thous. | (thous, | (thous. | (mill. (mill, | (thous. | (thous. 
tons) tons) tons) lbs.) | sq. yds.) | sq. yds.) | sq. yds.) (number) 
365 | 41 “3 | 306 | 9 


1929  ..  ..| 5,022 | 36 11 6 | 9, f , 

1930 .. «| 4,573 | 263 | 40 | 11-1] 201 | 6,587 | 2,893 | 1,602 
1931 .. | 3,563 | 165 | 27 | 11-4] 143 | 4,694 | 2,479 | 1,429 
1932  .. | 3,242 | 157 | 25 | 13-9] 183 | 4,461| 2,358 | 2,246 
1933 3,256 | 160 | 23 | 15-8] 169 | 5,110 | 2,741 | 2,821 
1934 . «| 3,305) 188 | 28 | 10-9| 166 | 5,745 | 2,772 | 2,904 
1935 5,226 | 193 | 32 | 11-8] 162 | 5,934 | 3,205 | 3,659 
1936 — .. .| 2878| 184 | 32 | 12-6| 160 | 6,523 | 3,304 | 4,268 
1937  . 8,568 | 215 | 37 | 13-3] 160 | 6,658 | 3,583 | 4,468 
Jan,1937 ... °... | 2,987 | 215 | 30 | 13-8 16L | 7,848 | 3,980.| 4,778 
fan., 1938 ... —...| 2,983 | 191 | 42 | 10-8| 138 | 6,663 | 3.765 | 4,410 


d 
t . 
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PRICES 


1. WHOLESALE PRICES 









Index Number (Sept. 16th, 1951—100) 





Date 
Germany 
Average 1929 ... i 126-1 
1931 ... ix pe 
1932 ; ; 
1933 . : 85-7 
1934 . 90-4 
1935 93°5 
1936 9 us 95:6 
1937 " 97-5 
End Jan, 1937 95-7 
» Feb, 1937 96-2 
» jan, 1938 2s 96-9 
5» Feb, 1938 Eo 97-1 


Sources: U.K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Générale ;* Italy, Italian Chamber of Commerce ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 





Rent Fuel Other All 
Date (including | Clothing and Items Items 

Rates) Light included | included 
End of 1929  ... 52 115 75 80 66 
I931 — .. 54 90 75 75 47 
1932 à . 95 85 70-75 70-15 « 42 
1933 56 85 70-75 70-75 42 
1934 56 85-90 70-15 70-15 44 
1935 58 75 70 47 
1936 . 59 90-95 75-80 70 51 
End Jan., 1937... 59 95 15-80 10-15 51 
» Dec. 1937... 59 110 80-85 75 59 


» Jan, 1938... 





The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 








NUM Sugar Cotton Wool Pig-Iro Tin Rubber 
Date. N. Centrifugals! American 64's Cleveland Standard Plantation 
Manitoba U.K. Middling |tops avge. No. 3. Cash Sheet 
per qr. per cwt. per Ib. per lb, per ton per ton per ib. 
s. d. d Ss d. V £ d. 
Average 1929 .. 54 04 9 0£| 10:29 38£ 70 44), 2031$ 104 
1931 .. 28 6 42 5-08 234 58 7 1184 3 
1932 .. 30 6} 5 94 5:29 22 dy 58 6 136,8 24 
1933 . 28 2 5 4 5:53 28.4. 62 3 19418 34 
1934 .. 30 li 4 8 5:66 5054 66 103 | 230 64 
1935 ...| 34 34 4 8 6°69 28 67 10 22018 53i 
1936 .. 38 O0 4 82 6°67 32H "5 0 204412. 783 
1937 .. 53 114 6 4g 6°37 55a 91 10 243 25 93 
Feb., 1937 .. | 5l 6% 6 24 7:28 35 el 0 R 23 1044 
Jan., 1933 igs 59 6 6 1 4°93 Aix. | 109 O 18534 T 
Feb., 1938 .. | 58 7} 5 42 5.03 264 | 109 O 1842 7 tr 
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* The Bank publishes from time to time in this 
MonTELY REVIEW signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement ,with 
the views expressed in these articles. : 


"The Lang-term Budget Problem 
By Lionel Robbins 


‘Professor of Economics in the University of London. 


I 


N 1931-32 aggregate public expenditure (excluding Post 

Office) was just under £800 millions. In the forthcoming 

financial year it is not improbable that it will exceed £1,000 
millions. It is the object of this article to examine some of 
the problems which arise from this tendency, In a recent 
number of this journal Dr. Balogh has discussed these problems 
from the short-term point of view. In this article it is the 
long-term aspects which will form the focus of attention. 


II 


Let us begin by recalling a few outstanding figures, 

The following table shows the growth of aggregate 
expenditure (excluding Post Office and expenditure met by 
borrowing) from 1931 to 1937-38. 


£m. 
1931-32 ... s hes .. "793 
1932-33... ET is .. 800 
1933-34 — ... - pin .. 719 
1934—35 7 x E iai 735 
1935-36 € xs "T kv. T 
1936-37 iD. d m sk Bol M 


1937-38 . ... a "e .. 844 
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| From these figures it appears that from 1931—32 to 1937-38 

expenditure increased by £51 millions. This figure is, how- 
ever, misleading and considerably under-estimates the change. 
For.during the same period, partly as a result of conversion, 
and partly as a result of changes in sinking fund arrangements, 
the debt service shrank from £322 millions to £227 millions 
—a diminution of £95 millions. The increase in expenditure, 
other than debt services, therefore, was of the order of 
magnitude not of £51 millions but of £146 millions. More- 
over, in the forthcoming year, as we shall see, that last figure 
is likely greatly to be exceeded. 

, The main strain on our finances a( present and in the 
near future is, of course, rearmament. But it would be a 
mistake to suppose that up to the present financial year the 
increase in rearmament expenditure had been responsible for 
anything like all the increase. The following table gives the 
totals of Civil Service and Defence expenditure out of revenue 
for the year 1931-32 to 1937-38. 


Civil Services Defence 

£m. £m. 

1931-32 or boos 320 $i vs 107 

" 1932-33 Rus ee 342 ®@ ... is 102 
1933-34 ivi bas 338 “ai ve 107 
1934—35 aa ee 345 ET T" 113 
1935-36 Nt m" 361 TUN "E 136 
1936-37 e T" 467 -— 2 187 
1937-38 m s 386 Budget Estimate* 197 


* Excludes £22,500,000 road expenditure which before last year appeared 
separately. 


From this it appears that between 1931~32 and 1937-38 
Defence expenditure (excluding expenditure out of loans) rose 
£90 millions, Civil Service expenditure was budgeted for at 
a figure which represented a rise of £66 millions. In the event, 
however, actual expenditure seems to have fallen short of the 
` estimates here by some £21 millions, The actual rise is, 
therefore, in the neighbourhood of £45 millions. 

In the forthcoming financial year these tendencies are 
reinforced. The Civil Services estimates have risen to over 
£400 millions, the Defence estimates to. over £250 millions 
—apart from borrowing. The total of expenditure to be met 
out of revenue seems likely to be at least £925 millions. If 
loan expenditure is taken into account it is likely to exceed 
£1,000 millions. We return to the level of the War-time 
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Budgets, and the chances of receding from this level in the 
immediate future are very small indeed. 


II 


So far this increase has been met without great budgetary 
difficulty. The national income has been rising: and with 
the aid of some increase in rates of taxation the greater part 
of the increase in expenditure has been met out of current 
revenue. The buoyancy of revenue this year has exceeded 
the most optimistic expectations. 

But if we look a little further ahead the picture is not 
So pleasant. Expenditure will increase still further, ‘but there 
is not the same prospect of buoyancy in the revenue. In 
the forthcoming financial year it is improbable that there will 
be any substantial falling away in the yield of income tax 
and surtax. Yet unless there is a marked change in the state 
of trade there must be some falling off in Customs and Excise. 
And, in the year following, the yield of Inland Revenue is 
likely to fall away too. 

Now it would be entirely wrong to present the difficulties 
that are likely to arise in the next year or so as in any sense 
catastrophic, The natioral credit is strong. Savings are . 
sufficiently large to make 1t possible to borrow much for re- 
armament without any immediate danger of inflation or a rise 
in interest rates. And if it is found necessary to borrow still 
more to finance a falling off in the yield of taxation, it is probable 


^' that that could be done too—at any rate by a Government : 


that was generally trusted. I am in complete agreement with 
what has been said by Dr. Balogh concerning the practicability 
of this method of meeting the difficulties that are likely to arise 
in the near future. 

But further ahead the prospects are more disquieting. 
There is little chance of a diminution of armament expenditure, 
Even if the increase in future is met entirely out of borrowing, 
it must be remembered that maintenance will be a growing 
annual charge. Moreover, quite apart from this, borrowing 
itself tends to raise the charges on the budget. We are 
committed to a loan expenditure of £400 millions and it is 
already almost certain that this will be exceeded. Even if, 
in the present crisis of politics, we decide to meet any déficiency 
of revenue by borrowing, the prospect of escaping further 
increases of taxation later on seems small. 
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IV 

How serious is this prospect? To answer this question 
it is necessary first to remove a prevalent misconception. 

During the Great War of 1914-18 it was often suggested 
that the financing of expenditure by loans had the effect of 
throwing the burden on the shoulders of posterity. Taxes 
were paid out of present resources, it was held; loans drew 
on the future, 

Now this view was erroneous. There is no such simple 
choice for society. Whether extraordinary “expenditure is 
raised by taxes or by loans, the cost of such expenditure is the 
sacrifice of the other things which might otherwise have been 
produced at the time. In the case of loans this sacrifice is 
borne by the lender: in the case of taxes by the taxpayer. 
The idea that the wealth of the society of the future can be 
anticipated by the simple expedient of substituting loans for 
taxes is a fallacy. And expert discussion of these matters 
has long quite rightly emphasised this point. 

But while it is not possible to levy direct tolls on the 
future by way of domestic borrowing, it is certainly possible to 
pursue policies which cause future embarrassment. Current 
discussion of these matters, reacting from the fallacies of 
yesterday, tends, I think, to fall into a fallacy of the opposite 
order. Instead of the view that a loan policy throws all the 
burden on the future, we now find the view that the future 
cannot in any way be compromised. No matter how high 
the taxation necessary to meet interest on the loans of the 
past, it is held, such taxation is " merely " a transfer which 
. involves no burden at all. Hence rising budgetary commit- 
ments due to continued resort to borrowing need rouse no 
fears. At the worst, any difficulty that they may cause is 
“ purely psychological " in nature. 

uch a conclusion is surely mistaken. It is quite true 
that extra taxation to meet interest on past borrowing has a 
significance different from taxation to meet other increased 
expenditure. There is, indeed, a sense in which it can be 
regarded as a transfer rather than a using up of income. But - 
to argue that it is “ merely " a transfer and that therefore it 
does not matter how high it is, seems to overlook obvious facts. 

It overlooks, in the first place, the possibility of inter- 
national tramsfer. In the halcyon days of the pre-depression 
period it was often taken for granted that tránsfer of capital to 
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escape the pressure of local taxation was an event so improbable 
as scarcely to merit attention. *“ People do not escape taxa- 
tion by putting their funds abroad; they have to go abroad 
themselves," we were blandly told—as if this disposed of the 
subject. ‘To-day it is no longer possible to maintain this easy 
optimism. We now know that to prevent such transfers of 
capital it is necessary to establish complete control of the capital 
market in the thorough-going German manner. It is, of 
course, possible that many of those who are most carefree in 
their recommehdation of loan expenditure would not object 
to such a policy. But, if this is the case, they should tell us 
so. They should not pretend that the apprehensions of those 
who do not share their enthusiasm for these totalitarian conttols 
are altogether without foundation. 

Still, let us abstract from these international complications. 
Let us suppose, what is not altogether improbable, that all the 
nations get into more or less similar difficulties so that the 
incentive to international transfer*is lessened. 

Even so, it is not really open to question that, beyond a 
certain point, high taxation is bound to have adverse effects 
on production. Beyond a certain point “‘ mere” transfer 
from active business to the rentier class does affect the stability 
of business. It is quite true that the position of this point is 
not necessarily fixed. We have all heard, ad nauseum, that, 
in the time of Mr. Gladstone, people thought that sixpence 
in the pound income tax would be ruinously oppressive to 
enterprise, and that, in fact, enterprise still goes on with the 
income tax ten times as high. But this does not dispose 
of the matter. Because people learn to carry heavier burdens, 
that is not to say that there is no burden that they will not 
carry. There seems little reason to doubt that high direct 
taxation does tend to damp down enterprise of the pioneering 
risk-taking type: and the effect of this on the general rate 
of investment may at times have even more far-reaching 
repercussions, We may not wish to bear increased taxation 
now, but we must not argue that, if we only postpone it till 
later on, it will be " merely " a transfer encountering “ purely 
psychological ” obstacles. 


V 


It seems then that there is no ground for the belief that 
the increase in taxation that will result from present borrowing 
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involves future difficulties that are merely nominal. To borrow 
rather than to tax may be necessary in certain emergencies. 
It may avoid difficulties now which are greater than the 
difficulties which it creates later on. But it does create diff- 
culties, and there 1s danger that, 1f it.1s resorted to extensively, 
these difficulties may be considerable. Only if there is reason 
to expect considerable growth in the national real income, 
can growth in the total of debt be viewed with equanimity. 

Now some growth in the national real income as time goes 
on is certainly to be expected.. This will show itself either by 
way of reduced prices at constant money incomes, or by way of 
money intomes rising faster than prices. , In either case higher 
taxation will be, to that extent, easier to bear. There is no 
reason to suppose that we have reached a stationary condition. 

But the position which we have to face at thé moment 1s 
a position in which public expenditure has been rising faster 
than the national income. Jt is unfortunate that there are no 
generally accepted estimates of national income by which 
this could be demonstrated exactly: the estimates of the 
leading authorities differ sufficiently to make any pretence 
at numerical precision misleading. But there can be no doubt 
that since 1935 the rise in expenditure has been relatively 
greater than the rise in income. The fact that it has been 
necessary to increase rates of taxation is sufficient indication 
of this. It is possible, of course, that expenditure will not 
go on increasing : in which case, perhaps, a rise in the national 
real income would gradually reduce the proportion going as 
public expenditure. But, in the present condition of Europe, 
he would be a brave man who would predict this with any 
confidence. 

There is another feature of the situation which is relevant 
at this point if we are to get things in historical perspective. 
In the nineteenth century, the weight of debt contracted during 
the Napoleonic wars was eased in part by a growth of taxable 
income due to growth in population. In this century this 
easement does not seem to be probable. The population of 
Great Britain has nearly reached the end of its growth. 
There may be some increase in the number of taxable incomes 
due to changes in the age composition of the population: But it 
is evident that the margin of safe policy is much less than it 
was. The'extent to which we can contemplate safe increases 
in unproductive borrowing has diminished. 
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At the same time it is all.too depressingly clear that any 
further increase 1n liabilities starts from a level which is already 
somewhat precarious, It is at least arguable that, in a free 
economy, the higher the proportion of the national income 
which goes as taxation, the greater is the probability of fluc- 
tuations in yield and the greater, therefore, the probability 
of disturbances in the running of the national economy arising 
from such fluctuations. It is all very well to say that with a 
properly planned budgetary system these disturbances need 
not arise. The fact is that even the best of budgetary plans 
are likely to go wrong and that the larger the budget the more 
difficult it is to forecast what happens independently of the 
budget. The experience of the last few years in the United 
States and elsewhere seems to suggest that, once budgetary 
expenditure reaches a certain status in the national economy, 
it tends to supplant other forces as the pace-maker of the 
whole system: the independence of the free forces is sus- 
pended. It is yet possible that, if public expenditure passes 
a certain level, the State may be compelled to take over the 
conduct of the rest of the economic system in order to keep 
things going at all. It is not certain that this is inevitable. 
But what is happening alfeady elsewhere gives at least some 
plausibility to the conjecture. 

In these circumstances, it was to be hoped that the utmost 
care would have been devoted to the planning of budgetary 
policy. It was to be hoped that, in the good years of the boom, 
care would have been taken to accumulate a surplus out of 
which to meet the deficits of prospective depressions. It was 
to be hoped when rearmament commenced, as some of us 
urged at the time, that advantage should be taken of the strength 
of private business to acquire by taxation funds which later 
could only be raised by borrowing. 

But this was not done. And now we find ourselves in a 
position in which the needs of rearmament are more pressing 
than ever, and the difficulties of meeting these needs out of 
taxation are likely to become much greater. In a recent article 
in this journal Dr. Balogh has shown how cogent are the 
arguments which can be advanced at the present time for 
meeting any deficit by borrowing. The greater the cogency 
of these arguments, the greater the danger that we may even- 
tually find ourselves involved in policies whose *tendency is 
towards continually increasing borrowing. It is clear that 
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Dr. Balogh does not want such an outcome. He pleads strongly 
for the co-ordination of budgetary and general economic 
policy, which means, I take it, budgeting for a surplus when 
trade again is good to pay off the debts of rearmament and 
recession. But there is at least a danger that this part of his 
advice will not be followed. As we have seen in the last boom, 
it is always fatally easy to argue against much increase of 
taxation even when things are at their best. Save in times 
of crisis, the impulse to financial prudence is weak." 


VI 


* Recognition of all this has led many to the conclusion 
that the only practical way out 1s a measure of price inflation. 
If prices rise, it is held, the yield of taxation will increase 
and the relative burden of expenditure will diminish. 

This view has powerful advocates. And it is probable 
that it indicates the course ‘which events are actually likely to 
follow. At the present time, under the influence of the slump 
in America, trade is declining and prices are tending to fall. 
But this will not persist for ever. Within a year or so it is not 
unlikely that the trend will be revetsed and the increase of the 
pressure of rearmament will once more force prices in an upward 
direction, With the vast supplies of gold already available, 
this rise of prices need have no near upward limit. In this 
way, some of the difficulties of the present budgetary problem 
may be met. 

But here, as elsewhere, it is necessary to keep some sense of 
proportion. If prices rise, costs will rise also. The yield 
of taxation will increase. But so will the expenses of govern- 
ment. We may expect that, for some time, the salaries of 
Government servants will not rise commensurately with the 
rise in prices. But in the long run only that part of the expenses 
of government which consists of fixed interest on long-term 
debt will be unaffected. (Interest on short-term debt might 
very easily rise considerably.) A rise of 20 per cent. in prices 
would not reduce the relative burden of taxation in like 
measure. If we take the proportion of debt charges to total 
expenditure to be one quarter of the whole, it will be seen that 
if other charges rose with prices the relief would not be more 
than of the order of 5 per cent. To achieve a sensible relief 
in this way prices would have to rise very much higher. 


166 


Moreover, quite apart from the general disturbances and 
dislocations which we must expect to accompany a large rise 
in prices—labour troubles, speculative booms and collapses 
and the like—this method of budget easement is in effect 
partial repudiation. Such methods, to put it mildly, have 
their drawbacks. It is all very well to say that history shows 
that, when debt becomes too heavy, price inflation has been the 
way out. This is true. But it is also true that it has been a way 
out which has been in effect a discriminating capital levy on 
those who held government fixed interest bearing securities. 
It is also true that, as recent history shows, the impoverishment 
of the saving classes jn this way carries with it its own legacy 
of political instability and disturbance. The experience of 
the nations which wiped out their war debts by raising prices 
does not suggest that this method is altogether without 
disadvantages. 

Certainly it would be highly impolitic for advocates of the 
policy of borrowing to talk too freely about the relief to be 
obtained later on from a rise in money prices. If such things 
were to come to the ears of possible lenders, it is at least 
conceivable that the policy of borrowing might encounter 
unexpected difficulties. ° . 


VII 


Pd 


Is there then no other way of meeting the difficulties 
ahead ? 

Such ways are not easy to see, It is not very likely that 
better methods of direct taxation are waiting to be discovered. 
The history of the National Defence Contribution shows that. 
Increases of customs and excise are perhaps less damping 
to trade than increases of direct taxation. But they tend to 
make the tax system regressive. In so far as we decide to 
resort to increased taxation, there is still much to be said for 
the straightforward methods of the income tax. 

Nor are the prospects much brighter on the expenditure 
side, Some at least of the increase in civil expenditure might 
indeed be pared away. The whole system of subsidies to 
special industries is an anomaly and could well be dispensed 
with. For years we have been spending vast sums on the 
relief of agriculture, partly on the pretext that it was desirable 
as a measure of defence. How much safer, both as regards food 
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supply and general security, we should be had these sums been 
devoted to the upkeep of the navy. 

There are, no doubt, other ways in which expenditure on 
things other than armaments might be reduced. But, speaking 
brcadly, it would be wrong to expect very much from such 
expedients. It is fallacious to suppose that all government 
expenditure is an evil. And, at the present time, not all 
reductions of government expenditure are likely to be without 
harmful repercussions on the general level of economic activity. 
Given the present ends of public policy, it is possible greatly 
to exaggerate the margin of government expenditure which 
is susceptible of easy or desirable reduction. 

The plain fact is that the main cause of our financial 
difficulties, as of the similar difficulties of the rest of Europe, 
is pressure of rearmament. It is here that the main increase 
in expenditure has been: and it is here increasingly that it 
will be concentrated in the future. It is equally plain, there- 
fore, that the only relief of our difficulties can come by way of 
political changes which lead to a cessation of the race of 
rearmament. Until the peace-loving nations can impose upon 
the world a régime which precludes the necessity for these 
. sacrifices, the financial difficulties which we see looming ahead 

will not disappear. And, if they cannot do this, then, whatever 
our financial prudence, the prospects are indeed very grave. 
The long-period Ludgetary problem is nothing less than the 
problem of the fate of European civilisation, 


LIONEL ROBBINS. 
April and, 1938. 
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Notes of the Month 


Ihe Revenue Returns,— he financial year 1937-38 closed 
with an unexpectedly large surplus, due both to the buoyancy 
of several sections of the revenue and also to the fact that Civil 
service expenditure fell considerably short of the original 
estimate, Part of this short-fall was due to a saving of £8-5 
millions in the cost of unemployment assistance. Complete 
peng o uiae be found on page 203, but the total figures are set 
out below :— 





1936-37 1937-38 1937-38 
Actual Estimated. Actual 
e £ millions e 
Ordinary Revenue ... 824:7 863.1 872-6 

Ordinary Expenditure— 

(a) Debt Interest, etc.  ... € 210-9 224-0 216-2 
(b) Other Cons. Fund Services ... 11-6 11:5 12-0 
(c) Defence bus $5 b 186-1 198-3 197°3 
(d) Civil and Revenue  ... | 408: 6 429-1 407-8 
(e) Sinking Fund ... iia "T 13-1 — 10-5 
Total 830-3 862-9 843-8 
Surplus (+) or Deficit (—)...  -56 40:2 +28°8 


The 1937-38 returns exclude defence expenditure 
authorised to be financed out of borrowing. The amount 
allotted in the estimates under this head was £80-0 millions, 
but only £64:9 millions was actually used. If these amounts 
be he pte on to the figures in the table, they yield the following 
to pe 


1937-38 1937-38 
Estimated Actual 
Defence Expenditure ... 278-3 262-2 
Total Expenditure 942-9 908-7 


Thus actual revenue for 1937-38 was £872°6 millions, 
and total actual expenditure was {908-7 millions, of which 
£10°5 millions was allocated through the sinking fund to the 
redemption of debt. The amount of new net borrowing to 
finance the year’s expenditure was thus £25-6 millions. 

The year’s changes in the National Debt were complicated 
by the increase of £200 millions last June in the Exchange 
Equalisation Account. The question here is, how much, if 
any, of that amount has been used in buying gbdld or foreign 
exchange, and how much remains in reserve. The revenue 
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returns show that the whole of this £200 millions has been 
borrowed in order to finance the Exchange Equalisation 
Account, but the amount of effective borrowing is only the 
‘amount of this money so far used in buying gold and foreign 
exchange, Still with this reservation the returns show the 
following main changes :— | 
£ mill, £ mill, 


Revenue Surplus es .. 28:8 Defence Expenditure financed 
Net Increase in Floating Debt... 143-6 by Loan  ... "ns 
Proceeds of Defence Loan ... — 99-7 Issued to ExchangeEqualisation 

Account T (ss .. 200-0 

" 272-1 264-9 

ad NOSE ‘ ° EM 


The discrepancy of £7:2 millions is explained chiefly 
by the year's excess of savings certificates repayments over 
issues, and by issues under the Tithe Act, 1936. It is im- 
possible to discover the amount of effective net new borrowing 
during the year, owing to' the increase in the Exchange 
Equalisation Account. All that can be said is that without 
this increase there would have been a reduction of £56:4 
millions in the floating debt—due to the achievement of the 
revenue» surplus and also to the fact that £34°8 millions of 
the Defence Loan still remains unspent. 


The Money Market.—Conditions remained very easy 
during March. Revenue continued to flow very well into the 
Exchequer, and early in March a surplus was achieved for the 
financial year. Normally this heavy influx of revenue would 
have entailed a — reduction in the floating debt, 
but this was prevented by heavy issues out of the Exchequer 
to the spending departments of money raised ten months 
ago by means of the Defence Loan. During March alone 
í48:5 millions of this Defence Loan was thus spent, and 
so the total of Government expenditure during March was 
that much greater than the returns of revenue and expenditure 
alone suggested. Thus, in spite of the apparent large revenue 
surplus of £48-4 millions during March, the floating debt 
was only reduced by £2°5 millions, and the quantity of 
Treasury bills issued by tender only fell from £522 to £512 
millions. 

Nevertheless, during most of the month the discount 
market was not too well supplied with bills, mainly because 
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of the meagre allotments of Treasury bills obtained by the 
market during February. Also a large proportion of the 
heavier March issues of Treasury bills went to quarters outside 
the market. Thus the clearing banks were ready to buy all 
the bills the market could spare, and this kept discount rates 
very low. The average Treasury bill tender rate was little 
better than à per cent, while three months' bank bills were 
quoted at only #-#% per cent, No stringency was experienced 
on the: last day of March, in spite of the absence of 
Treasury bill rhaturities and heavy payments for new bills. 
Ihe Foreign Exchanges.—Political changes during March 
had a marked influence upon the foreign exchange market. 
The perturbation caused by the sudden German absorption 
of Austria caused a flight of funds from Europe to the United 
States and.also a renewed desire to hoard gold. In consequence 
the dollar appreciated against sterling from about $5-02 at the 
beginning of March to about $4:96 at the end of the month. 
The London price of gold rose*in sympathy with the dollar 
to over 140s, per ounce, and even this higher price only re- 
presented a small premium over the American shipping price. 
Continental currencies were also weak. The belga, which 
is still on the gold standard, fell to the gold expart point 
against the dollar, and heavy sales of gold were made by the 
Belgian authorities to both the British and American authorities, 
The French franc suffered most of all, because it also felt 
the effects of the change of Government in France and the 
attendant malaise, From Frs.153 at the beginning of March 
the spot Paris rate depreciated to Frs.164$ on March 16th, 
and even at the end of the month was no better than Frs.1613. 
Government borrowing from the Banque de France continues, 
and one of the first acts of the new French Government was 
to obtain borrowing powers of an additional Frs.5,000 millions 
for purposes of defence. Meanwhile one consequence of the 
German absorption of Austria is the substitution of the reichs- 
mark for the schilling and the incorporation of Austria within 
the German system of exchange control. Outstanding 
differences under the Austro-German clearing are also being 
liquidated, and the Austrian gold and foreign exchange reserve 
are being taken over by the Reichsbank. The Austrian 
National Bank will cease to exist as an independent organisa- 
tion. This process of economic absorption is taking time, 
and full details are not yet available, but it is announced that 
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schillings will be converted into reichsmarks at the rate of 
Sch.i:5o0—Rm.:i:00. The reichsmark is already legal tender, 
and the schilling will be displaced by May ist. Meanwhile 
exchange difficulties in the Far East, due to the imposition of 
exchange restrictions by the Chinese Government, have led 
to a sudden fall in the Chinese dollar, the total movement during 
March being from 144d. to ra4d. The Hong Kong dollar 
has fallen in sympathy from 15d. to 142d. | 

The Stock Exchange.—lhe political and psychological 
reactions of the German absorption of Austri had a serious 
effect upon the Stock Exchange, accentuated by the fact that 
for many. months previously markets had shown signs of 
weakness. For about three days following the German entry 
into Austria there was heavy selling in all sections of the London 
Stock Exchange, with practically no buying. It was inevitable 
therefore, that prices should be marked down drastically. 
From 1034 on March ist, War Loan fell on March 16th 
. to 99% or to just below par, ahd some indication of movements 
during the same period is given by the fact that the average 
decline in British Government securities was 3 per cent., in 
home rails 8 per cent., and in industrials about r24 per cent. 
March 16th was the date on which the lowest point was touched 
in most markets, for since then a steadier view has developed, 
while certain large operators realised that prices had fallen to 
a level lower than was justified by the intrinsic event of many 
sound securities, and so began to buy. The recovery, however, 
since March 16th has only been limited, because towards the 
end of the month fresh weakness developed in Wall Street, 
and this led to a certain amount of Continental selling in 
London. There were also certain adverse factors which 
affected special markets. Thus the home railway traffic 
returns for the last two weeks of March were regarded as 
disappointing, while the market in Argentine rails was affected 
by the depreciation of the free peso. 

The oil market was depressed by the Mexican expropria- 
tion of the foreign oil interests, while the decision of the 
United States to cease buying Mexican silver naturally affected 
silver-mining shares. The rubber share market suffered from 
the further fall in the price of the commodity. Altogether 
March was a most unsettled month, and all that can be said 
is that political and psychological factors rather than the 
general course of business exercised the predominant influence. 
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Overseas Trade.— The following table compares the returns 
of overseas trade for January and February, 1937 and 1938 :— 


Jan., 1937 Feb., 1937 jan. 19358 Feb., 1938 


£ millions 
Imports ... $5 75:7 71:7 85-0 75-7 
British exports ... 39-1 38-6 41-2 37-5 
KRe-exports sus 5.1 6:9 4.8 5.5 
Total exports ... 44-2 45-5 46-0 43-0 
Import surplus ... 31-5 26-2 39-0 32:7 


The decline im imports between January and February 
is partly seasonal, but was more marked this year than a year 
ago. In comparing this year and last, it is no longer necessary 
to make any allowance for any intervening change in prices, 
for commodity prices are now very little different than they 
were a year ago. In fact, they are now lower than last year. 
Hence the rise in the value of imports has now come to 
represent an expansion in volume. February exports of 
British goods were lower than last year. Also while primary 
commodity prices have fallen during the year, the rise in 
production costs means that the average price of manufactured 
goods is still probably higher. Therefore the decline in the 
value of British exports may represent an even greater con- 
traction in their volume. 

The combined returns for the first two months of the 
year are summarised below :— 








Increase (+) 





Description Or 
Decrease (—) 
£ mn. 
Total Imports ES ioc is . . +13-3 
Retained Imports ... ue : : +15- 
Raw Material Imports  ... aus . . + 0:4 
Manufactured Goods Imports... . 42:1 + 5-9 
Total Exports, British Good R 77-6 78:7 + 1-1 
Coal Exports m iui s 4-8 5-7 + 0-9 
Iron and Steel Expor sas ae 6:7 7-6 + 0-9 
Cotton Exports  ... its "m 10-7 9.3 — 1-4 
British Manufactured Goods Exports 59-6 62-3 + 2-7 
Re-exports ... sta ee vas 12°0 10-3 — 1-7 
Total Exports sie ss 89-6 89-0 L — 0-6 
Visible Trade Balance sis — 57:7 — 71-6 —13-9 
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Imports are running £13°3 millions ahead of last year, 
but the increase is not in the raw material category. It is 
mainly in meat, dairy produce and tobacco in the food category, 
and in iron and steel and petrol, which rank as manufactured 
goods. Among raw materials, there were appreciable increases 
in imports of iron ore, paper-making materials and rubber, 
and declines in imports of raw cotton and wool. The contrac- 
tion in the value of raw cotton imports, however, was mainly 
due to the year's fall in prices, which was much greater than 
that of many other commodities, Among exports of British 
goods, those of manufactured goods were well maintained in 
value, with.the chief exception of cotton and wool yarns and 
manfifactures. Generally speaking, the feturns give some 
evidence of the recent world trade recession, and also of 
the demands made by rearmament upon British industrial 
production. 


Commodity Prices,—March witnessed a further decline 
in both British and Americafi wholesale prices. In England 
the fall was from 125:4 to 122-9 (September, 1931 =100), 
while in the United States it was from 120:3 to 117-7. Those 
indices contrast with British and American indices of 128-1 
and 120-5, respectively, at the New Year, and 139-6 and 
137°3, respectively, a year ago. In March, 1937, the world 
rise in wholesale prices which had been in progress for some 
years was nearly at its zenith. Since then, as the indices 
quoted above show, there has been a decline of 12-0 per cent. 
in England and 14-3 per cent. in the United States. 

The official British cost-of-living index number fell 
during February from 57 to 56 per cent. above its pre-war 
level. This decline was seasonal, and, in fact, if allowance 
be made for seasonal movements, the index has remained 
very steady ever since the end of April, 1937. The retail 
food price index fell during February from 42 to 40 per cent. 
above its pre-war level. This decline was also seasonal, 
The corresponding indices for March rst last year were 50 
for the cost-of-living and 35 for retail food prices. 
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The Industrial Situation 


Perhaps the simplest way of describing the industrial 
situation as it appeared at the end of March is to say that 
up to that date the normal spring revival had been less pro- 
nounced and less general than usual. A certain number of 
. industries reported some improvement during March. A 
notable example here is the wool textile trade, for while pro- 
duction and demand are still below normal, prices are firmer. 
Japan is reappearing as a buyer of raw wool and Huddersfield 
reports a steady infprovement in home trade in cloth. Still, 
a more general view of British trade suggests that both home 
and fore:gn business have felt the effects of the prevailing 
international political malaise, combined with the absence of 
any sign of recovery in the United States. 

Thus, on the whole, the general movement has been 
downwards. The improvement in employment between 
February and March was purely a seasonal recovery. 
Wholesale prices are still falling slowly, while in February 
there was a further slight drop in electric power consump- 
tion, and some falling off in the demand for industrial 
chemicals. The February retail trade returns were only 
4'4 per cent. greater in value than those of the previous year, 
an increase fully explained by the intervening rise in retail 

rices, Railway goods traffic receipts are about the same as 
ast year, after allowing for last October’s increase in rates. 
The export coal trade was dull in March, while the iron and 
steel trades are not working at the same pressure as they were 
last year. Many sections of the engineering trades remain 
active, but new orders for commercial tonnage are needed in 
the shipyards. The cotton trade is definitely bad. There 
has been some improvement in the clothing trades, which 
may be seasonal. Raw materials imports and exports of 
British manufactured goods for February were little greater 
in value than in February, 1937. Shipping movements are 
contracting in volume, and the freight market continues to 
weaken. | 

The most disappointing news from overseas is that of the 
absence of any sign of real recovery in the United States. 
The stagnation of American business is now reacting upon 
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‘the position of the primary producing countries, to whom the 
United States is one of the most important markets. In these 
circumstances reports from the Empire can be regarded as 
good, and even Canada reports a steadier tone after her 
recent moderate business recession. On the Continent trade 
in Belgium has deteriorated, and the Dutch consumption 
goods industries are feeling the effects of the world recession. 
Conditions in France, particularly 1n the textile trades, remain 
very difficult. Sweden reports that business in timber, wood- 
pulp and paper is dull. In Germany the spring improvement 
in business has begun. In South America the weakness of 
the " free " Argentine peso may be a sign of the effects of 
the world recession upon primary producimg countries. 

In England it is still true to say that the recession is 
moderate. Further ground, however, was definitely lost during 

ch, and apart from seasonal fluctuations in trade, it was 
still difficult at the end of the month to foresee a turning-point 
either at home or abroad. ‘The expansion and acceleration of 
the. rearmament programme will help certain trades, but it 
is neither possible nor desirable for British industry to live 
entirely or even mainly upon rearmament alone. It is still 
necessary for two conditions to be fulfilled before the recession 
can be checked. The first is the establishment of a calmer 
atmosphere in international politics. The second is at. least 
the beginning of a genuine recovery in the United States. 


Agriculture 


England and Wales—According to an official report 
the progress of cultivation during February was good, and 
spring sowing is well forward for the time of year. Autumn- 
sown crops were generally good at the beginning of the 
month, and corn has grown well. Ewes are healthy and in 
good condition, while hil sheep have improved. Lambing 
became general in February, except in the North and among 
hill flocks. "Prospects are favourable. All classes of stock 
have made progress, and milk yields are about normal. 
Winter keep has not been drawn upon unduly, and should 
be sufficient for requirements. 

Scotland.—Drying winds and favourable weather condi- 
tions during, March have greatly facilitated farm work, and in 
some districts sowing had been completed by the middle of 
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the month, while planting is well advanced. Growth is being 
helped by the comparatively mild weather, and with occasional 
showers MEN generally are regarded hopefully. In the 
produce markets all classes of grain have met a dull trade, 
and while potatoes are in lighter supply they are also in 
poor demand. In the livestock markets fat cattle and sheep 
have been less plentiful, but store cattle, store sheep and pigs 
were in good supply, and most classes were maintained at 
recent rates. 


Coal 


Hull—lThe market remains very quiet.  Collieries are 
fairly busy on contract business, but if new trade does not 
mature short-time working will again become inevitable. 
There has so far been no alteration in prices. 


Newcastle-upon-T'yne.—' he small enquiry both prompt 
and forward is causing anxiety Ample supplies of coal are 
available for any new orders, and it rests with the "controls" 
to allow collieries to offer at prices which will secure business. 
Coke stocks are becoming unwieldy, and new outlets must be 
obtained if the present pfoduction is to be maintained. 

Sheffield.—Demand for industrial fuels on inland account 
remains heavy, and collieries are working fully to quota. 
The export market remains quiet, and enquiries for forward 
delivery are rather disappointing. There has been a slight 
easing off in the demand for household fuel. 


Cardiff-—The South Wales coal market has developed 
a very quiet undertone. Demand is slack and buyers are 
holding back for a reduction in prices. The position is being 
aggravated by some buyers being unable to take delivery of 
their purchases for foreign depots, etc. Large coals are 
fairly well placed, but sized coals and smalls are in fair supply 
and are obtainable at lower prices than of late. The Egyptian 
State Railways have recently placed an order for 38,000 tons 
of South Wales coals. The coke market is easier. 

Newport.—Foreign coal shipments during February 
amounted to 187,000 tons, compared with 202,000 tons in 
January, and 169,000 tons in February, 1937. Dock shipments, 
foreign and coastwise, totalled 294,000 tons, against 269,000 tons 
in January and 259,000 tons a year ago, 
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. Swansea.—' The anthracite market has been extremely 
quiet, Best and second qualities are moving very slowly. 
Third and inferior qualities are, however, receiving considerable 
attention. The smaller sizes are also in good demand, and 
collieries are stocking for the Canadian season which begins 
this month. 

Scotland.—In spite of an increase in enquiry, the export 
market remains very quiet. In all areas collieries have 
accumulated stocks, and those in the East of Scotland in 
particular are in need of orders, as they depend mainly upon 
Shipping outlets for the absorption of their outputs. 
qualities. of screened coal, and almost all sizes of nuts, are 
readily obtainable for prompt shipment in Fife and the 

thians, and prices tend to fall. In Lanarkshire, however, 
nuts are still moving freely, and the difficulty is mainly with 
large coals, including ells and splints, largely owing to the 
lack of demand from Italy. Ayrshire collieries are well 
supplied with orders for rourtd coals, and also for sized fuel. 
Offers in the export market are at present limited to steam 
and treble nuts. 


Iron and Steel , 


Birmingham.—The outlook remains not too promising. 
Several blast furnaces have been put out of action, and 
rolling mills are having difficulty in getting specifications 
to carry on, The position is easier in the heavy sections 
and plates, but there is still a fair volume of business to be 
executed. The price of pig-iron is fixed until the end of 
June, and of heavy steel products for the whole of the year; 
There were heavy arrivals of Continental steel during March, 
as the re-1mposition of the tariff was then expected to take 
effect at the end of the month. 

Newport.—Iron and steel imports totalled 20,000 tons 
during February, compared with 35,000 tons in January, and 
6,000 tons in February, 1937. Exports amounted to only 
9,000 tons, against 13,600 tons in January and 17,000 tons 
a year ago. 

Sheffield—The basic steel section continues to work at 
high pressure, In other sections new business is quieter, 
but in many cases orders on hand are such as to ensure 
activity for a considerable time ahead. Specifications for 
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material for the motor-car industry show a decline. Demand 
for stainless and heat-resisting steels is well maintained. The 
scrap market is quiet. 


_ Tees-side.—There has been a continued slackening in the 
pig iron trade. Deliveries from the Continent have been 
expedited to forestall the reimposition of import duties, and 
heavy tonnages have been secured from the Midlands. Stocks 
of Cleveland foundry iron are accumulating at the works, 
and makers of East Coast hematite, after meeting extensive 
domestic demand, have material to offer buyers abroad, but 
fail to attract business. Demand for light steel products has 
also slackened. Shipyards, structural engineers and, the 
railways have heavy tonnages to take out under old contracts, 
but pressure for deliveries is less pronounced. 

Walsall.—Mialleable iron founders are finding steady 


business, but there is a tendency towards lower prices. The 
tube trade is easier. 


Wolverhampton.—Foundries remain fully occupied, and 
the edge tool industry is anticipating increasing the output 
in the near future. Firms interested in rearmament supplies 
continue to be fully engaged. 

Swansea,—lhe tinplate market continued to grow weaker 
during February, and the volume of business was poor. 
Several mills were closed towards the end of the month, and 
the industry was only able to operate at 54:49 per cent. of 
capacity. 

Glasgow.—Enquiries are now more numerous, and pros- 
pects are definitely better. The demand for steel is persistent 
in the West of Scotland, and contracts are sufficient to ensure 
that the present record-breaking rate of production is maintained 
until at the earliest the beginning of the holidays in July. 
Sheet makers have only hand-to-mouth orders, but are 
confident of a seasonal revival shortly in the demand from 
the motor-car industry. Re-rollers of steel bars and makers 
of malleable iron are quiet. Demand for pig-iron is less 
pressing. 


Engineering 
Birmingham.—A definite improvement is reported in the 


motor-cycle trade, which has been helped by favourable weather. 
Exports to the Continent are slow, but business with the 
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Dominions is fair. Manufacturers in the motor and accessories 
trades are not yet working to capacity. The heavy industries 
are fairly well occupied, and makers of drop forgings continue 
busy. The electrical trades remain active. 


Bristol.—In the aircraft section all firms are extremely 
busy, and the demand for skilled men is urgent. There has 
been a seasonal reduction in unemployment in the building 
industry. , 

Coventry.— The recent general setback continues, but there 
are signs of improvement, probably to some extent owing to 
the British Industries Fair. The motor-car trade remains 
quiet, buf heavy engineering and the machine tool trades 
continue active, 


Leeds.—The lighter sections are well employed, and some 
of the firms in the heavier trades are also busy. 


Leicester.—Conditions are very good, with the prospect 
of plenty of work for at least three or four months. Orders 
have now recovered from the slight setback in the latter part 
of last year. | 


Manchester.—The heavy and light sections both remain 
on the whole satisfactory, New ofters have been falling off, 
but this is thought to be only a temporary phase, as the new 
Army and Navy estimates should bring forth fresh business. 
Deliveries of raw materials show a considerable improvement 
and prices are stable. 


Sheffield.—Activity in general engineering has been well 
maintained. A slight recession in new business is noticeable 
in certain sections of.the tool trades, but owing to the 
accumulation of orders on hand this has not yet had any 
adverse effect on employment. The season has begun briskly 
in the agricultural and garden tool section, Engineers’ small 
tools, precision tools, etc., continue in heavy demand, and 
the.general position is one of healthy activity. 

Wolverhampton.—Engineers are fairly active. The demand 
for electrical plant and equipment continues good. Suppliers 
of components and accessories for the motor trade are quiet. 


Glasgow.—There is still a market scarcity of new mer- 
cantile orders, and two vessels for the Clan Line were the 
first cargo contracts for a good many months past. Most of 
the yards are still steadily employed on work previously 
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booked, and on Admiralty contracts, but new. mercantile 
orders would be welcomed, although it is expected that 
naval contracts will be maintained for some time to come, 
Marine engineers are working regularly, but the pressure 
has lessened. 


Metal and Hardware Trades 


Birmingham.—The cold rolled brass and copper section 
continues quiefer. Prices are being held for the present, 
but are expected to fall. Orders are difficult to obtain. 
Export trade has fallen off partly in consequence of American 
conditions. Over-bwying last year still affects current business, 
The general hardware trade is fairly good. 

Sheffield.—Conditions in the cutlery trade remain variable, 
and trade is on the quiet side. Unemployment is above the 
normal for the time of year. There has been a slight 
improvement in the sterling silver and E.P.N.S. sections, 
but there is still much leeway to be made up. 


Walsall.— The hardware section is less active. 


Wolverhampton.—There is a fair demand for general 
ironmongery, but the lóck trade remains below normal. 
Business in hollow-ware has slackened considerably, although 
certain factories are busy on Government orders. 


Chemicals 


There was a further slackening of activity during February. 
Orders in the industrial chemicals section were mainly for 
small quantities, and business in pharmaceutical chemicals 
was small. Trade in most coal tar products has also been 
difficult, but refined coal tar has been in good demand and 
the pitch market has improved. The wood distillation industry 
was fair, although acetates of lime and wood tar were dull. 
Imports during February showed a decrease of £39,066 in 
value. compared with February, 1937, and exports were 


£345,970 lower. 


Cotton. . | 

Liverpool.—The tone of the market has been quiet. The 
early part of March saw a decline of some 20 points in prices, 
but although bearish factors have predominated, there has 
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since been a recovery, the closing price for May “ futures "' 
on 21st March being 4:93d. The demand from the textile 
trade has been generally poor, and although the market is 
sustained by such legislative measures as the United States 
Farm Bill, interest is for the present centred in the immediate 
situation, The reports of new crop progress are likely to 
have an increasingly important effect in determining price 
movements, The disturbed political situation brought in 
some general selling, and the market, in common with most 
commodity markets, received a setback. The United States 
Department of Commerce estimates that during February 
American mills consumed 428,000 bales, making a total of 
approximately three and a half million ‘bales for the seven 
months, against a total of over four and a half million bales 
for the corresponding period last season. The average weekly 
delivery to spinners in Great Britain has been estimated at 
54,900 bales against an average of 57,000 bales over the 
corresponding period of last year. 


Manchester.—Events on the Continent have had a very 
unsettling effect on the market for yarns and cloth, and 
business on the Manchester Exchange has been confined to 
small lots to meet urgent requirenfents. Exports continue to 
Show a downward tendency, and the market generally shows 
a lack of interest on the part of buyers. Deliveries under 
existing contracts continue to be slow, and reports from the 
mills indicate further stoppages of machinery and short time 
for the workers. The outlook is, in fact, anything but 
promising. 


Wool 


Bradford.—The market remains very quiet. There is no 
change in the price of merino wool, but crossbreds are a little 
er + 7 


Huddersfield.—Home trade has been steadily improving. 
Stocks in many cases are believed to be low, and any demand 
by the public, therefore, quickly has its effect on merchants 
and manufacturers. The warmer weather during March 
stimulated business in sports cloths and similar lines, but 
there has been a complete absence of speculative buying, 
and machinery activity is consequently considerably below 
the normal for this time of year. 
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Hawick.—International difficulties continue to hamper the 
Border tweed trade, and while some factories engaged on 
contracts for large wholesale houses and the fixed price tailors 
are working full time, others can only maintain a four-day 
week. Hosiery firms are fairly well employed, some on 
satisfactory orders from America and the Empire, but in the 
home trade spring deliveries are not so far in such demand 
as might be expected for the season. Dyers and spinners 
report very little change. 


Other Textiles 


Coventry.—Progpects in the local textile trades are more 
encouraging. 

Dundee.— The jute market has been featureless. Spinners 
are showing no interest in spite of the low price of raw jute, 
and manufacturers are still unable to make progress, as buyers 
are only operating sparingly. Unemployment continues to 
increase. 

Dunfermline.—Whhile enquiry in the Fifeshire linen trade 
is rather more general, buyers are still operating from hand 
to mouth. The positione as regards flax and tow is quite 
steady, with offers somewhat sparingly made, but prices are 
inclined to be irregular. The needs of spinners are easily 
met at present. 


Clothing, Leather and Boots 


Bristol—The slight improvement in the boot and shoe 
industry has been maintained. The clothing trade has also 
shown a seasonal improvement, and there is still a demand . 
for certain types of skilled labour. l 


Leeds.—Clothiers are now very well employed, as is usual 
at this time of year, and prospects for the next three months 
are very good. 


Leicester.— Trade in boots and shoes is not quite up to 
average for the time of year, but 1s steadily 1mproving. Trade 
in hosiery is quiet, although there has been a slight improvement 
as compared with last month. 


Northampton.—Short time is still in evidence in the 
boot and shoe. trade as a result of the small orders on hand. 
The recent increase in the New Zealand import duty may 
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have an adverse effect upon exports to that country. The 
leather market remains quiet, but some enquiries are being 
made, and a renewal of activity should take place shortly. 


Walsall.—The leather market is quiet, and prices are low. 
The fancy trade is dull, and orders for exports to America 
are disappointing. Sports goods manufacturers have satis- 
factory orders on hand. 


Shipping = 

Bristol.—The financial year of the Port Authority ended 
on March 31st, and it was apparent before the end of the 
month that records would be created tn the total foreign 
imports and in the total amount of traffic passing through the 
port during the year. Imports of petroleum praducts have 
been particularly heavy, and the volume of coastwise trade 
has appreciably increased. 


Hull.—All sections of* the freight market are quiet. 
Tonnage is in free supply, and the tone is consequently easy. 


Liverpool.— Outward coal charterings from United 
Kingdom ports have been quiet, and rates show little change. 
Homewards from the River Plate dull conditions have ruled. 
Rates for scrap from Gulf and Atlantic-America have been 
steady, with little change for grain, and only limited enquiries. 
. Australia continued quiet and unaltered. = 

Newcastle-upon- T yne.— There has been a slight improve-- 
ment in the Mediterranean. Otherwise there 1s little movement, 
and rates are unchanged. 


-~ Southampton.—During January and February 2,396,196 
gross tons of shipping entered the docks, an increase of 
I2 per cent. as compared with the same period of last year. 
According to the official Board of Trade statistics relating to 
passenger traffic in the United Kingdom in 1937, Southampton 
was the only one of the country's leading ports to register an 
increased share of the total traffic. 


Cardiff.—The freight market is still quiet. Demand is 
poor, but the undertone appears to be a little better. 


Newport.—There is a lull in chartering both outwards 
and homewards, and freights are very low, especially when it is 
remembered that the running expenses of ships have been 
considerably increased. There has been an increase in the 
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competition of foreign tonnage in all directions, which is 
particularly marked in the near coal trade. 


Swansea.— The freight market has been very depressed. 
Coasting tonnage has found it impossible to secure schedule 
rates for owners, and tonnage outside the schedule have been 
taking up orders at 1s. 6d. below schedule. Very little 
demand has been in evidence for Bay or Mediterranean 
directions, and the tone is very weak, 


East of Stotland.—There were only a dozen vessels on 
loading turn at the Forth coaling ports on March roth. 
Leith dock returns for February again showed a large decrease 
in coal exports, arid also a considerable falling-off in'the 
volume of several other exports. Most of the imports were 
fairly wellemaintained. The freight market reports very little 
fresh enquiry, and rates where quoted continue easy. 


Glasgow.—The coal freight, market is extremely quiet. 
In all sections the demand for tonnage is scarce. A few boats 
are required for the Baltic, but the Bay, Mediterranean, 
South America and coasting sections are attracting practically 
no attention. Business is,insufficient to test rates effectively, 
but the tone is easy as boats are plentiful, 


Foodstuffs 


Liverpool, grain.—During the early part of March the 
market was easier and prices showed a tendency to weaken. 
Although the European political situation checked the move- 
ment for a time, the decline has since been renewed. 
A feature throughout the month has been the very favourable 
weather reports received from the United States winter wheat 
belt, At the moment an increased United States surplus for 
the 1958-39 season seems probable, In Canada conditions 
for the seeding of the 1938 prairie crops are reported to be 
favourable. A broader demand for Australian wheat has been 
revealed, cargoes having been sold for delivery to Russia's 
eastern port of Vladivostock and to Spain. This demand will, 
to some extent, offset the contraction of the Japanese and 
Chinese markets, which some few seasons ago absorbed 
annually six ot seven million quarters of Australia's production. 
Both South Africa and Egypt are also said to be céntemplating 
the import of Australian grain, in moderate quantities. 
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Shipments from the Argentine have again been principally 
to Germany and Brazil. The demand from the Continent 
has been quiet, but in Belgium a reduction in the quota for 
native wheat is expected at the end of the month, and an 
improved demand is then likely. In the maize market the 
consumptive demand has been dull and prices have moved 
in favour of buyers. The United States has continued a free 
seller and crop reports from the Argentine have been rather 
more favourable. 


Liverpool, provisions.—' There has been a quiet market in 
Continental bacon, and quotations have been lower. A steady 
to firm matket in American hams is ruling, with prices almost 
unchanged, while there has been an improved demand for 
lard, and little change in prices. Prices of Empire butters 
have advanced, and Danish f.0.b. quotations are slightly easier. 
The cheese market has been steady on an improving demand, 
Canned meats remain firm, and the demand for canned fruits 
is quiet at about unchanged” prices. 


Fishing 


Brixham.—Landings of wet fish during February amounted 
to 2,307 cwts., valued at £3,788, compared with 2,443 cwts., 
valued at £3,822, in January. The high prices ruling are 
attracting Belgian trawlers, and some good catches are being 
landed by these boats. 


Hull —The effect of the laying up of 20 per cent. of the 
trawler capacity of the Hull fishing fleet was greatly accentuated 
during February by the continued bad weather at all the 
fishing grounds. Catches have been small and supplies 
throughout the month were short. This has resulted in high 
prices, and although landings at 420,480 cwts. were 182,631 cwts. 
below their level of the corresponding month last year, the 
realised value at £320,943 was £77,093 higher. The laying up 
is having certain domestic repercussions which are the subject 
of much local controversy. 


Penzance.—Fishing at Newlyn during February for local 
boats was practically at a standstill. Belgian trawlers have 
landed trips from the Wolfe and Channel grounds, and have 
found a good market. The mackerel season has again started, 
and several boats from the East Coast have arrived. 
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Scotland.—Heavy landings of herrings at the Forth ports 
during the last few weeks, and a curtailing of the demand 
on German account, brought prices down to a low level. On 
several occasions the glut was so great that ports were closed 
by order of the Herring Industry Board. As a result most of 
the North boats left for home earlier than usual after the 
poorest season on record, many failing to clear expenses, and 
it may possibly be the last time that the Moray Firth drifters 
will take part in this fishing. The line fishing round the coast 
has met a good'demand generally, and prices were remunerative 
on the whole. 


Other Industries 


. Paper-making and Printing.—Bristol reports a slight 
seasonal increase in unemployment, but the position in all 
branches of the industry is regarded generally as satisfactory. 

Edinburgh reports continued dullness in the paper-making 
trade, most of the mills being on short time, The printing 
branch, on the other hand, is very active, both as regards 
commercial work and book printing, and quite a number of 
the houses are working qvertime. 


Timber.—Hull reports that conditions remain very quiet. 
Consumption is quite up to normal, but neither importers nor 
merchants show any desire to buy. In addition to the market 
uncertainty on account of the reductions in prices this winter, 
the political situation is also making buyers nervous. Importers 
also have in mind the possibility of a rise in freights owing to 
the uncertain conditions on the Continent, which might also 
have its effect upon prices. 

Pitwood imports at Newport totalled 3,874 cubic feet, 
compared with 4,725 cubic feet 1n January, and 3,139 cubic feet. 
There were no imports of other timber. 


Overseas Reports 
Australia | i 

From the National Bank" of Australasia Limited 

Exports for the seven months ended. January, totalled 

£71,000,000 sterling, which is £1,000,000 above that of the 
previous parallel period despite the decrease of £8,000,000 
in wool shipments. The wool auctions continue to show an 
improved tone. The wheat market is quiet, shipments going 
forward freely. Dairy production shows a seasonal decline. 
Industrial and base metal shares are at slightly lower levels. 


Canada ' e 
From the Imperial Bank of Canada 

Business has lately been steadier, after a period of marked 
recession at the turn of the year. Previously the export of 
wheat had shown a marked falling-off as a result of the relatively 
small crop harvested at a time when the Government had 
already disposed of the bulk of its accumulated surplus. More 
recently, political events in Europe and the Far East have 
tended to prolong uncertainty in the face of some improvement 
" in domestic conditions. ° 

The effects of the reaction in business since November 
are seen in the contraction in employment—trade, construction, 
and logging being particularly affected. The business index, 
however, is still definitely above its level of a year ago, and the 
general economic index is still about 7 per cent. above last 
year. Commodity prices have been firmer and bond prices 
much stronger, but there have been declines in car-loadings, 
bank clearing, and employment. Recent changes in Canada 
have been much less violent than in the United States and 
conditions in Canada are now relatively more stable. Still the 
dominance of the American and British markets in relation to 
export trade and commodity prices continues as the big 
influence on business sentiment, with transportation, relief, and 
other problems of public finance in the immediate background. 


India 
_ Bombay.—Raw cotton prices were firm during February, 
owing to crop control legislation in the United States and a 


scarcity of offerings. Bombay prices advanced until towards 
the end of February, but have subsequently reacted owing to 
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heavy liquidation and hedge selling. Foreign demand is poor, 
and this 1s discouraging as India has now entered the period of 
the heavy marketing of the Broach-Surat and Dhollera crops. 

_ Stocks of imported piece-goods are increasing. Future 
arrivals from Manchester are expected to be small, but imports 
of Japanese goods are growing. Selling prices are barely 
remunerative, There has been a fair demand for Indian goods 
at steady prices, and stocks are small. The yarn market has 
been depressed. 


Calcutta,—Raw jute prices have fluctuated very little and 
a fair business has been transacted. There has lately been less 
enquiry, but the market remains steady following *reports of 
further negotiations between Association mills and “‘ outside ” 
mills concerning the working hours dispute. The baled jute 
market was fairly steady, with a better demand early in 
March, but shippers withdrew at any advance in rates. 

In hessians, consumer demand for burlap has been poor, 
apart from a few orders from the Argentine, Sellers have 
remained reserved, hoping for an announcement concerning 
the mills’ working agreement. A heavy increase in local 
stocks had only a temporary effect, and, better American 
consumption returns brought a steadier tone. Heavy goods 
have been slightly better, and higher prices have been paid. 


Burma 


Rangoon.—Business in rice is still disappointing, trans- 
actions being mainly speculative. Latterly exports of rice 
and rice products have risen sharply in volume, this being 
particularly true of shipments to Europe and the United 
Kingdom. Better enquiry from China and the Straits is 
hampered by lack of tonnage. The European timber market 
is very quiet, and the Indian market is dull, with prices 
weakening. In hardware there is little improvement in 
up-country demand. Money continues tight and bazaar 
selling prices are mostly below cost. Quotations from America, 
India, and the Continent are weaker, and the trend is uncertain. 


Eire 

Weather conditions have been favourable for tillage 
operations, which are well advanced. Easterly wihds and dry 
conditions permitted little growth on pastures, which in some 
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districts are somewhat bare. Heavy calls were made on 
reserves of hay, roots and oats. Livestock are in fair con- 
dition, and free from disease, with the exception of a few 
isolated cases of fluke in sheep. The bulk of the grain was 
disposed of in the autumn, but a fair amount of oats for fodder 
and seed remained. Flax scutching has been almost com- 
pleted. Demand for fibre has increased, and the raising of 
the guaranteed price is expected to make this crop more 
attractive. -Stocks of potatoes on hand are ample. Exports 
of certified seed continued brisk, much better-than last year. 
The number of cattle on offer was average for the time of 
year. Well-bred stocks were in keen demand. Sheep markets 
weré adequately supplied. Breeding stocks of pigs tend to 
increase, 


France 
From Lloyds & National Provincial Foreign Bank Limited 

The adverse visible trade balance for the first two months 

of this year was Frs.3,409 millions, compared with Frs.3,535 

millions last year. This decrease is due largely to heavier 

exports of manufactured articles., The trade returns are 


summarised below :— 
First two First two 

months 1937 months 1938 Difference 
Frs. mill. Frs. mill. Frs. mill. 





























Imports— 
Foodstuffs... —.. 1,890 2,104 + 214 
Raw Materials... xs 4,143 4,905 . -- 762 
. Manufactured Articles 966 1,171 -+ 205 
6,999 8,180 + 1,181 

Exports— 
Foodstuffs se ow 520 599 + 79 
Raw Materials... oa 1,184 1,712 + 528 
Manufactured Articles 1,760 2,460 + 700 
3,464 4,771 + 1,307 











It will be seen that the franc value of imports has increased 
by nearly 17 per cent., whilst exports have increased by more 
than 37 per cent., as compared with the previous year. 

The number of registered unemployed on February 26th 
was 412,386, compared with 409,769 at the same time last year. 

Railway’ receipts from the beginning of the year to 
March 4th, detailed below, amounted to Frs.2,276 millions 
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—an increase of Frs.519 millions, or 29°42 per cent. compared 
with the same period last year. As the increase, however, is 
less than the average increases in rates during the intervening 
year it is clear that a diminution in the volume of traffic has 
occurred. 


Change since 


Receipts last year 
Frs, 000 Frs. 000 
Passengers ... ies me ses 463,139 + 86,352 
Luggage ... saa sii tus 8,769 + 949 
Parcels, etc jas ska us 103,799 4- 25,606 
Merchandise is sie m 1,700,740 + 406,059 
Total eU is ids 2,276,447 -+ 518,966 : 


Nervous stock markets have been predominant owing to 
recent international events. The turnover has not been heavy 
and most prices have been marked down to a lesser extent than 
was to be expected. The projected National Defence Loan 
has not yet been issued. Intérnationals were irregular in 
spite of monetary movements normally favourable to them. 


Le Havre.—Prices for cotton have moved irregularly in 
a market which has beep quiet except for liquidations in 
consequence of fluctuations in the value of the franc. These 
have been the only stimulating factors in the recent movement 
in prices. Stocks at Havre remain about the same, at 320,000 
bales. Such quantities as have arrived have been more than 
balanced by deliveries to the mills, l 

The coffee “ futures" market has shown but small fluctua- 
tions and prices remain unchanged. The lower offers from 
Brazil seem to have offset the differences arising from the 
difficulties of the franc. Activity has been restricted, apart from 
some liquidations of open positions. There has been an 
average seasonal demand from the interior, but heavy arrivals 
have caused the stocks to grow to 642,000 bags as against 
500,000 bags a month ago. 


Lille,—Conditions in the cotton industry remain very 
unsatisfactory. Spinners are still occupied with work on 
former contracts, but delays in deliveries are frequent. New 
business is very small, and stocks of yarn continue to grow. 
The mills have already reduced the number of working hours 
to 32 per week and if, as is feared, the operatives demand 
further increases in wages as the result of the continued rise 
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in the cost of living, further reductions in working hours may 
have to be enforced. Still, the market is essentially sound and 
in a good position to profit from better trading conditions, 
which it is felt would soon appear, provided that there was any 
return of general confidence in the country. 

In the flax market, conditions are still dominated by the 
price-lag between raw material costs and internal yarn prices, 
but price adjustments tend further to diminish demand from 
the trade. The spinners have agreed to reduce production 
by 15 per cent, as from March rst. A further disturbing 
feature is the apparent scarcity of raw material and reductions 
in the quantities exported by the Soviet Government. Among 
the “weavers, conditions tend to become Worse. Government 
contracts are relied on to maintain the present reduced scale 
of employment. ° 


Roubaix.—lhere has been no general improvement in 
business compared with a month ago. The fresh depreciation 
of the franc and internatiónal complications have further 
upset the market. Prices have been, on the whole, firm. 
Combers are little more occupied, but the amount of wool 
going into consumption is on a very reduced scale, and stocks 
of tops in the local combing mills have risen. The spinning 
section remains very depressed. Few new orders are forth- 
coming and most spinners are only working 16 to 24 hours 
a week. Manufacturers of medium and low class piece-goods 
are fairly busy, chiefly on Army contracts. The carpet and 
upholstery cloth trades remain very quiet, The high prices 
ruling in all sections of the textile industry remain a serious 
handicap to trade. If the present weakness of the franc 
persists, prices should become more in line with world prices 
and as a result the export trade should benefit, unless, of course, 
there is a further rise in production costs. Unemployment 
continues to increase, 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Business in wool, hides and skins and cereals 
is very restricted. Most markets are influenced adversely 
by the international situation and prospects are uncertain. 
Activity in the Port of Antwerp has been on the down grade 
since the beginning of the year, and with a falling-off in orders 
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for export the outlook is far from encouraging. Unemploy- 
ment 1n the diamond trade is increasing, and the market for 
cut stones 1s lifeless. i 


Brussels.— here is no further deterioration in the iron 
and steel trade, but no perceptible improvement. Business 
remains extremely limited. Apathy of buyers and the un- 
certainty concerning the renewal of the Cartel leave little scope 
for optimism so far as the near future is concerned. 

he outlook for coal is even less favourable. Foreign 
coal, particularly from Holland, is competing actively with the 
home production, and although no official decision is yet 
announced, a lowering in prices of Frs.15 per ton fs possible. 
Fluctuations in the French exchange have seriously hindered 
exports to that country. A still further shrinkage in the 
demand for industrial qualities has resulted in increased 
stocks. 
Germany i 
. . The seasonal upturn was already noticeable in February, 
unemployment falling from 1,051,000 to 946,000. The labour 
shortage is again noticeable, Foreign trade is still unsatisfying, 
but demand was stimulated by the Leipzig Fair, where 
interest centred mainly on machinery and other technical 
manufactures. An important announcement by Dr. Schacht 
was to the effect that State requirements will no longer be 
financed by bills of various kinds but by ordinary revenue 
and long-term loans. The latter will be anticipated by six 
months’ Treasury certificates. All financial operations of the 
state will now be concentrated in the hands of the Treasury, 
thereby putting an end to credit inflation. The announcement 
was made before the absorption of Austria, and the change-over 
may be postponed while Austria is assimilated into Germany's 
economic system. Iron and timber figure largely in the pro- 
posed exploitation of Austria’s economic resources. 


Holland 


There is some recession in Holland following unfavourable 
developments in other countries. Unemployment has increased 
from 437,469 at the end of December, to 439,278 at the end of 
January, the increase being mainly in the consumption goods 
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industries, Many capital goods industries are prospering, 
including shipbuilding. Foreign trade is well maintained :— 


Imports Exports 
FL millions 
1937 1938 1937 1938 
January ... wae 105-5 119-3 72°7 82-2 
February ... one 105-3 118-2 19-2 81-8 


Wholesale prices have lately fallen. The general index 
number is now at about the same level as a year ago :— 


INDEX NUMBERS OF WHOLESALE PRICES (1926-50 = 100) 
Raw Manu- General Index 


" ° Foodstuffs Materials tures Number 
January, 1936 |... 67.2 45-5 66-3 62-4 
September, 1936 ... 65.8 48-4 66-1 62-6 
January, 1927 ... 73-6 69-5 75-7 74.0 
January, 1958 — ... 19-0 61:8 78:1 95.2 
February, 1938  ... Ti*9 59:9 77°6 14-2 
Percentage rise since 

September, 1936 18-4 23-8 17.4 18-5 
Percentage decline 
since January, 1938 1:4 31 0-6 1:3 


After allowing for the depreciation of the guilder the 
general index for February, 1938, «s actually lower than in 
September, 1936, before the guilder went off gold. 

_ The decline in interest rates has lately been reversed by 
international political events. Share quotations have reacted, 


Norway 


The trade returns for February are summarised below :— 
Two months Two months 


Feb., 1937 Jan.,1938 Feb,19:8 1937 1938 

Kr, mill Kr. mill, Kr. mill, Kr. mill, Kr, mill. 

Imports ..  ... 100-2 96-2 93-6 191-8 189-7 
Exports ..  .. — 65:7 77-2 63.9 128-8 141-2 
34-5 19-0 29-7 63-0 48-5 


MERE RIO ERE, 
siemens = MIRE na Hip limi. 


. . During the month ended March 15th the wholesale price 
index fell from 157 to 155 (1913 = roo). During the month 
to February 15th the cost-of-living index rose from 171 to 172 
(July, 1914 = roo). 

The number of unemployed persons on February 15th 
Was 35,311 against 33,046 the preceding month and 34,440 in 
February, 1937. 
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The monthly indices of industrial production (basis 
1935 = roo, adjusted for the varying number of working days) 
are set out below :— 


Home Market Export "Total of 
Industries Industries Industries 
Year Jan. Dec. Jan. .Dec. Jan. Dec. 
1954  ... sine 84 92 93 109 87 98 
i935 wae das 88 104 104 103 94 104 
1936  ,.. iss 98 115 118 11l 105 114 
1937 T TH 116 121 112 123 114 121 
1938 . es 119 — 126 — 121 — 


The natiónal accounts for the second half of 1937 were 
closed with a surplus of Kr.21-9 millions. The Budget proposed 
by the Government for 1938-39 balances at Kr.563-4 millions, 
comparing with Kr.532:75 millions for the current year. 


Sweden 


The Swedish timber market has not been very active. 
Both Finnish and Swedish sellers decline to compete with 
recent Russian prices on the English market, and prefer to 
wait until the heavy stocks now outstanding have had time 
to be reduced. Only occasional sales have been effected to 
France and Belgium, owing largely to the uncertainty as to 
future Russian prices. A number of minor transactions have 
been concluded with Denmark since the Danish Exchange 
Control exempted timber on February 15th. In Germany 
the licensing system is causing difficulties, and it is anticipated 
that the absorption of Austria will lead to an increase in 
German timber exports. Sweden's total sales up to the 
middle of March amount to about 260,000 standards. 

On the paper pulp market the decline in the heavy 
American stocks implies an equilibrium between consumption 
and imports. Producers are consequently waiting anxiously 
to see what effect the shipments, which will begin shortly 
at first open water, will have on the situation. Owing to the 
mild winter, shipments are beginning earlier than usual and 
may unfavourably affect the balance of stocks. On the 
English market the decline is increasingly marked, and as 
stocks are large, producers have resigned themselves to quieter 
business conditions. In Germany sales have been few and 
far between, but there is now increasing interest in new 
business and in the conversion of earlier contracts. The tone 
on the mechanical pulp market is still unchanged, with little 
interest shown by buyers. . l 
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There is no appreciable change on the paper market, 
but the trend has indicated that manufacturers are continuing 
to adjust their production to the anticipated falling-off in 
demand. Different paper manufacturers have passed resolutions 
regarding measures for stabilising the market. Producers of 
sulphite paper have now consolidated their organisation, 
in existence since 1936, into a regular association to be known 
as Scansulfit, formed on the same principles as the Scankraft 
agreement, and embracing the sulphite wrapping-paper' manu- 
facturers of Sweden, Norway and Finland. It has resolved 
upon a 25 per cent. restriction of output and certain reductions 
in the minimum prices by something like £2 per ton. The 
Scandinavian kraft-paper producers likewise decided to restrict 
output by 35 per cent. and Scangreaseproof by 35 per cent. 
as from March 1st. Scannews have resolved upon a s per cent. 
reduction of output. | 

The Swedish iron market 1s still fairly active as far as 
thick plates, girders and bar iren are concerned, though some- 
what weak as regards thin plates and rolled wire rods. The 
supply of orders at the ironworks is not evenly distributed. 
Commercial iron prices are, on an average, 30 per cent. 
lower than the peak prices in the"spring of 1937, but are 
still satisfactory for those works which have not had to buy 
scrap and coke at last year's peak prices. 


Denmark 


The Foreign trade returns, compiled in a new way, give 
January imports at Kr.153 millions and exports at Kr.r19:3 
illions, leaving an import surplus of Kr.33:7 millions. The 
foreign exchange holdings of the National Bank dropped 
between mid-February and mid-March from Kr.89-8 to 
Kr.86-1 millions. The bank’s net surplus for the year, its 
first as a self-contained institution, was Kr.6-9 millions. 
The Finance Ministry’s overdraft-was reduced during February 
from Kr.20:7 to Kr.3:7 millions, against Kr.40:2 millions 
a year ago. 

Butter prices have weakened from Kr.226 to Kr.217, 
Kr.9 below a year ago. Mild weather has increased egg 
production and prices have dropped from Kr.116 to Kr.68, 
against Kr.8o a year ago. Bacon has been firm between 
Kr.174 and Kr.180, Kr.6 to Kr.12 above a year ago. 
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Steamship results for 1937 have been excellent, but the 
shares have been weak. Paper and paste-board have been 
freed from import restrictions. House building is stagnant. 
On February ist only 7,800 flats were under construction, 
compared with 12,800 a year ago. 

During February the wholesale price index fell from 
119 to 117. The price index for imported goods fell from 
125 to 121, and that for exported goods from 113 to rro, 
leaving a difference of rr points in Denmark’s disfavour, 
The index of industrial production for January was unchanged 
at 104. At the end of February the unemployment percentage 
was 25°5 per cenf. representing 127,222 men out of work, 
against 29:2 per cent. in January and 31-4 per cent. in 
February, 1937. A bill has been introduced to abolish 
unemployment for men between 18 and 22 years. 


Switzerland . 
From Lloyds & National Provincial Foreign Bank Limited 


European events have had a most depressing effect on 
the Bourses. Federal Bonds have dropped one to two points. 
Industrials have shown wide fluctuations. Prior to the crisis 
there had been a tendency for all securities to weaken owing 
to a proposition to raise the tax on coupons, now at 4 per cent. 
and 6 per cent., to 16 per cent. and 18 per cent. It is believed 
that for the time being the Government has dropped the idea. 
The principal financial event has been the new 3 per cent. 
Railway Conversion Loan of Frs.400 millions, issued at par, 
which is being used to pay off two 34 per cent. Railway Loans. 
Apart from the saving in interest, the Government will also 
avoid a yearly loss of Frs.480,000 of revenue, as the interest 
on the two loans called for conversion was paid free of tax. 


Morocco 
From the Bank of British West Africa Limited 


Business conditions in the French Zone have continued 
quiet, financial and political uncertainties having an unsettling 
effect. Some anxiety is beginning to be felt as to the effect 
on crops of insufficient rains, especially in the south. Details 
of the new Trade Treaty between France and *Great Britain 
are still awaited. Mlerchants expect this to include certain 
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revisions of the customs tariff. Licences are now required for 
the export of scrap metals from the French Zone for destinations 
other than France. Crops of late oranges have been satisfactory 
and exports continue of citrus fruits, tomatoes and other early 
vegetables. Stocks of imported goods are medium to large, 
with only moderate demand. The market in Japanese textiles 
and Chinese green tea continues firm. In 1937 the Port of 
Casablanca cleared 1,954 ships of nearly 73 million gross 
tonnage, a decline of 221 ships and over 366,000 gross tons 
as compared with 1936. Goods imported iti 1937 totalled 
584,000 tons, and exports 462,700 tons. ' 

.lhe French Zone Budget for 1938, for the first time 
exceeds Frs.1,000 millions, estimated receipts being Frs.1,087-5 
millions, and expenditure Frs.1,087 millions. Public debt 
services are to cost Frs.340 millions (31 per cent.), administra- 
tion expenses Frs.460 millions (42 per cent.) and materials 
Frs.271 millions (25 per cent.. Customs duties and indirect 
taxation are expected to provide Frs.511 millions (46 per cent.) 
and direct taxation Frs.190 millions (17 per cent.). 


The United States ‘ 


Early March witnessed indications of a slight improve- 
ment in business, and commercial reviews became a little 
more cheerful. In the motor-car industry the attempt to 
solve the problem of second-hand cars has met with moderate 
success, but has not sufficed to stimulate a.demand for new 
cars. Recently the railways sought authority for a 15 per cent. 
increase. in freight rates. The concession granted by the 
Interstate Commerce Commission only works out at an 
average increase of 5 per cent., which will produce rather 
less than $200 millions of new revenue. This concession may 
stimulate the railway demand for steel, but as shippers and 
consumers will have to pay the extra charges, general business 
may be affected. | 

Recent estimates suggest that by the end of the season 
some 750,000 tons will have been added to the already heavy 
sugar stocks, The market has also been affected by an official 
statement to the effect that the price of sugar is too high. 
Prices have already declined, and further reductions by 
Southern refiners would not be surprising. There is no 
improvement in rubber, and leading tyre manufacturers have 
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raised their discount to the trade from 13}. to 20 per cent., 
in the hope of expanding sales. A number of new rubber 
products are shortly to be placed on sale. Non-ferrous metal 
markets are dull, but production in the tin-plate industry has 
risen since the New Year from 35 to 55 per cent. of capacity. 
The number of blast furnaces in operation remained at 9r 
during February. The output of pig-iron averaged 46,367 
tons a day, against 46,100 tons in January. The steel industry 
was working at 32 per cent. of capacity. 

Raw cotton shipments for the season to early March 
were 4,479,000 bales, against 4,107,000 bales to the same 
date in the previous year. This increase is noticeable in yiew 
of the drop since last year in shipments to Japan from 1,181,000 
to 384,000 bales. Business in cotton in February was moderate 
in volume, but prices were firmer. There h:s, however, 
since been a tendency for prices to decline. Loans by the 
Commodity Credit Corporation continue to be made on an 
average basis of 8-38 cents per lb. Up to March 3rd, $221:2 
millions had been lent against 5,059,000 bales. The recent 
easing of raw cotton prices has affected the demand for 
unfinished piece-goods. Sales are now less than production, 
even although the latter is*restricted. 


South America 
From the Bank of London and South America Limited 


Argentina.—Good general rains fell towards the end of 
March and have facilitated ploughing for wheat, linseed and 
oats. Conditions in the camps remain bad in the far West, 
but are good towards the coast. Early-sown maize has ripened, 
where it has survived the drought, and by the middle of March 
picking was active. Late-sown maize is ripening and has 
greatly benefited from the recent rains. 

The recent weakness of the free peso is due to the shrinkage 
in exports, particularly in those of cereals. Last January the 
Argentine Central Bank had to sell 57 million pesos out of 
its exchange reserve, for the supply of free exchange was barely 
20:4 million pesos, while the demand reached 87:3 million 
pes s. It was then decided to allow the free peso to depreciate 
until equilibrium between supply and demand was re- 
established. Since this decision was taken the free peso has 
depreciated from pesos 17-02 to pesos 19:30 to the pound, 
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but by February equilibrium between supply and demand had 
been established at about 70 million pesos. 


Brazil——The preliminary trade returns for the complete 
year 1927 show that in comparison with 1936 exports rose 
from £39,069,000 (gold) to £42,530,000 (gold), while imports 
increased from £30,066,000 (gold) to £40,608,000 (gold). 
The export surplus thus shrunk from £9,003,000 (gold) to 
£1,922,000 (gold). During March business remained quiet 
and new import orders were still being restricted. Exports of 
coffee for the three months December, 1937, to February, 
1938, were stated to have equalled shipments for the five 
preceding months, and it is held that the possibilities of 
increasing exports have by no means been “exhausted. Still, 
shipments for December to February only averaged about 
1,400,000 bags a month, while 1,500,000 bags a month.must be 
shipped in March, April and May, if 15,000,000 bags are to 
be shipped during the current season. Exports of coffee for 
the 1936-37 season were 13,258,000 bags. Since 1928 coffee 
exports for the calendar year have fallen in value from 
£69,701,000 (gold) to £17,887,000 (gold), or from 71:5 to 
42:1 per cent, of Brazil's total export trade. 


Japan 

A recent cable states that there is little change in the trend 
of business. Both import and export trade continues to 
shrink, the decline being most serious in the minor export 
trades supplying the American market. The heavy industries 
are working to capacity, but the light industries are less active. 
Wholesale prices have now risen to above the level of April, 
1937, which represented the previous peak. The passing of the 
National Mobilisation Bill served to relieve some political 


uncertainty, which previously was in evidence, and the stock 
markets have become steadier. 
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Statistics 


BANK OF ENGLAND 
Issue Department 








Note Govt. Other Other Silver Fiduciary 
Circulation. Debt. S ait Securities.; Coir. Issue. Gold. 
£mn £mn £ mn £ mn. £ mn £ mn £mn. 


End March, 1951 | 357.1 11-0 252:0 12-9 4:0 260-0 144.5 
” » 1952] 360-5 11-0 240:9 19:3 38 275-0 120-8 
" », 1934| 3178.8 11:0 245-4 O-1 35 260-0 191°] 
» » 1935 | 381-4 11-0 246-7 0-2 2:1 260-0 192-5 
» » 19361 4065 11:0 246°5 1:5 1:0 260-0 200-6 




















” » 1937 | 473-8 1i:0 187-0 2-0 — 200-0 313.7 
March 23, 1937 | 479.5 11-0 188.2 0-8 -— *200-0 |e 326°4 
March 30, 1938 | 485-4 11:0 188-2 0-8 — 200-0 3526-4 
| 

Banking, Department 

Publi Bankers’ h Govt. |Díiscounts| Other 

Deposits. | Deposits. || Deposits. | Secer- | and | Secur- | Reserve. | Pida 

MN EERENS NM. Ge NNNM MN M e || CAE 


End March, 1931 | 17-2 58-8 
” » 1932 | 27-2 54-6 
» 9 L984] 17-5 94-3 36-9 Ti:1| 5:6 | 11:0 | 73-4 || 49:2 


Log — — —————- n —  —— A e: ——————Án | Ersten: Soccer $ E M INET 


March 28, 1927 | 15:6 | 109-1 36-6 | 105-1; 6:6 | 20-1 | 47-8 | 29-6 
March 30, 1938 | 17-8 | 108-1 7.4 | 110-8; 87 | 20-2 | 41:8 || 25:6 











LONDON CLEARING BANKS (monthly averages) 





Accept- | Balances} Call 
: ances and : Invest- 
Deposits. © Guarans | Cash. "oo Short Bills. ments, | Advances. 
tees, etc. | ques. | Money. 
| — |. —— | —— —— | 
£ mn £ mn. £ mn. £ mn, £ mn. £ mn. £ mn. £ mn. 


March, 1931 | 1,763-9 | 121-5 | 184-0 | 43-5 | li4-1 | 240-4 | S1L:l | 936:1 
» 1932 | 1,676°4 98-7 | 174-0 | 43-4 | 112°5 | 216-8 | 281°9 | 902-1 
» 1934] 1,830°6 | 112:8 | 218-9 | 43°5 | 120-4 | 202-1 | 547-1 | 753:0 
» 1935 | 1,923-3 | 117-7 | 2140 | 43-6 | 133:4 | 207-0 | 614-4 | 766:8 
»  1936* 2,108-3 | 105-2 | 216-7 | 538 | 162-4 | 252-0 | 635-1 | 849-2 
»  1957*| 2,244-2 | 122-5 | 225-8 | 62-7 | 169-8 | 247-8 | 66T:4 | 934.4 


— M cece D, ooeeteettsetées enema H Ug a —————Ó Pang om m €————Á—— DÀ mom È md ttt Rd 


Feb,  1938*| 2,279-9 | 109-2 | 242-5 | 61-1 | 143-7 | 287-9 | 632-8 | 979-7 





* Includes the District Bank. 


LONDON BANKERS' CLEARING HOUSE RETURNS 


1930 ... 

1931 ... 

1932 ... 

1935 ... 

1934 ... 

1935 ... 

936... g e e 
19357 ... iss $s 
1937 to March 31 .. 
1938 to March 30 ... 
1937, March (4 weeks) 
1938, March (4 weeks) 


Town 
Clearing 


Metropolitan 
Clearing 


Country 
Clearing 


| arr a a herr È Ate e a e r 
HP Mii e 7 A È, m a 9 


51,816 
27,834 
27,715 
“ae 30,740 
52,444 
55,039 
36,719 


36,236 
32,112 
32,138 
35,484 
37,560 
40,617 
42,686 


PON EN a e M sd dti rf Sii A ef MAMMA n e 
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11,234 
10,011 
5,269 
2,966 





BANKERS’ So ee CLEARING RETURNS 





1908 
£ mn, 
Birmingham...| 11:9 
Bradford 5:9 
Bristol 5:8 
Hull... 4-0 
Leeds 4:4 
Leicester 3°6 
Liverpool ... | 34-2 
Manchester... | 58-0 
Newcastle-on- 
Tyne 6-5 
Nottingham 2-8 
Sheffield 4-6 


Mar., 
1932 


Mar., 
1933 


— MÀ ÁÁ— | MM e ÀÀ—— | €  ÜÀÀ OOO | MM ÀÓÓ à ài —— | MÀ —MM OAO Hn T 


3°35 
35-8 
50-7 


6:3 
2°35 
6-0 


NEA t PA 
TT | — ÓÓ | € M Ü—— M MM ——À— aa | M MM à——— | ——QÓÀ——M ——À [MM M ——— 9 | ———ÀÓMÀ— 


141*2 


106-2 | 107-7 | 117-2 





115-8 | 134-6 | 127-1 


1838 | 1938 
£ mn. | £ mn. 
12-5 9-8 
$9| $5 
5.5 5:5 
4-3| 3-7 
53] 44 
3:5 2:8 
25-9 22-8 
46-7 | 41-0 
1:3 1:0 
2-5 2:5 
5:7 5.1 
107-9 
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LONDON AND NEW YORK MONEY RATES: 





























LONDON New Yorke 
Treasury Bills ERB. 
Bank 3 Months’ Short Re- Cal. | Accept- 
Rate | Tender] Market | Bank Bills | Loans discount | Money | ances 
Rate Rate Rate 
700. percent. Percent.) Percent. | Percent. | Percent. || Percent.| Per cent.| Per cent. 
End March, 1931 3 2 245-2$ | 25-24 2-24 2 1 1$ 
p * yr 1934 2 38 $ tè i-l li 1 $ 
” p 1935 s 2 $ i-H ic i-l li 1 Ys 
5 + 1936 2 $* i i-e i-1l 14 i 16 
” , 1931 | 2 $ $ Ye 3-1 lg i Ys 
Feb. 23rd, 1938 2 3 i li-42 i-i le 1-4 i 
Mar. 30th, 1938 2° 4 $ Agaty $-1 H i $ 
FOREIGN EXCHANGES 
London | 1936 1937 1938 
on | Manas | Marci | Mar 2 | Maro 
— ng 
New York-— ; 
(a) Spot... eee 5-01153| 5:014] 496i Hu 4-962 m 4-961 
(P) 5 months C. p. C. p.m. | Hic. p.m. | 1$c. p.m. C. p.m. | 2c. p.m. 
Montreal — .. 4-874 | 5-0li3| 5-01i| 4-978 | 4-988 | 4-99 
Paris— 
(a) Spot... 10641 " | 15346 | 15718 | 160% 1623, | 162. 
(b) 3 months Fr.1i$dis. | Fr.4$ dis. | Fr. 62 dis.| Fr.5$ dis. |Fr. ane dis. Fr.4 dis 
erlin— 
(a) Official ... 12-153 12-40 12°42 12:38 12:374 | 12:371 
(b) Registered : 
Marks 512% dis. 49195 dis.| 49% dis. | 504% dis. | 51% dis.| 502%dis 
Amsterdam  ... 8:921 8-961 8-962 9-00 8-97 8°96 
Brussels eas 29°02 29-56 29:63 29:521 29-501 | 29-374 
Milan ... 9213 9514 954 944 94.5. 9413 
Zurich 21:441 21:602 | 21:601, 21:63 21:632 | 21-661 
Stockholm 19-394 19-40 19.414 | 19-42 19-41 19-40 
Madrid 77°50* | 110* 110* 110* 110* 110* 
Vienna... 264 261 264 n.d. 264* n.q. 
Prague 1404, 1424 1423 1424 142434 142.8. 
Buenos Aires— 
(a) Export ... 15 15 15 15 15 15 
(b) Import ... 16-00 16-00 16-00 16:00 16-00 16-00 
(c Free... 16-24 19-11 19-40 19-30 19-38 20-04 
Rio de Janeiro— 
(a) Official .. 558450 — — — — — 
(b) Free 798550 BAI 883250 | 878650 | 878450 878600 
Valparaiso 13514* 125.41* | 125-46* | 124-65* | 124-153* | 124-37* 
Bombay à 184d. 183d. 184d. 184d. 184d. 184d. 
Hong Kong ... 1443d, 15d. 15d. 144éd. 144$d. | 1433d. 
Kobe ... "T 1/2 1/2 1/184 1/li£ 1/148 1/1 
Shanghai isi 14id. 144d. 144d. 144d, l4d. 123d. 
Gold price... || 140s. 94d.) 142s. 31d. (139s. 10d.) 139s. "7d. | 149s. 91d. | 140s. Lid.) 139s.11d 
Silver price s.. 2048. d. 20,%d. 207,d, | 204d. 20$d.* | 204d. | 188d. 
* Nominal, n.q. == No quotation. 
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PUBLIG REVENUE AND EXPENDITURE 


1933-4 | 1934-5 | 1935-6 | 1936-7 | 1937-8 


— M M ———ÓÀ | MÀÀ  QQÀ e Aat Pata. [MA € MÀ— MÀ——— M a — M — Ha. 


REVENUE— £ mn. £ mn. £ mn, £ mn. £ mn 
Income Tax is "T "T 228:9 228-9 238-l 257°2 298-0 
Sur-lax ... Rad. E is 52:6 ' 51:2 51:0 53:6 57:1 
Estate Duties — ... wate o 85-3 81:3 87:9 88-0 89-0 
Stamps .. 22°7 241 25-8 29:1 24:2 
National Defence Contribution... — — — — 1:4 
Customs ... aus = 179:2 185:1 196-6 211°3 221:6 
Excise 107:0 104:6 106°'7 109°5 113°7 
Motor Vehicle Duties (Exchequer ; 

Share) ... 5-2 5:1 5*0 32°7* 34°6* 
Other Tax Revenue or "e 2:6 $1 2*l 1'7 1:7 


EE PERS RT OT Cee 


Total Tax Revenue és 2.2. | 683-5 683-4 713-2 783-1 841-3 


ef A et] nne Pm tret t€ Parco. PPP i a —— À c À—— 


Post Office (Net Receipts) e| 18H 12-2 11-7 11:0 °} 10-5 
Post Office Fund... Cai — — — 0-1 0-8 
Crown Lands  .. en 1:2 1°3 1:4 l:4 1*5 
Receipts from Sud Loans — 4°7 4-4 4-9 4:5 5:2 
Miscellaneous Receipts ... na 22:1* 15:1 al: 24:6 13:5 
Total Non-Tax Revenue ... ue 41-1 55°0 39°77 41:6 3l: 
Total Ordinary Revenue ... — ...| 724-6 | 716% | 752.9 | 824-7 | 872-6 
Post Office id eee Es 59:3 61:8 66:1 71:9 76:1 
Road Fund CT i2. FA 25°5 26:4 25:8 — — 
Total Self-balancing Revenue... 84-8 88:2 91:9 71°9 76:1 
EXPENDITURE-— 
National Debt Interest .. 212:9 211:6 211:5 210-9 216-2 
Payments to Northern Ireland .. 6:6 6:8 7:2 8-0 8:9 
Other Cons. Fund = eee 4*l 3:6 5T 3'2 oL 
Post Office iua v" — 2*5 Let 0-4 — 
Supply Services . T: ..| 458:8 472-2 512°0 594-7T* | 605°0* 
Total Ordinary Expenditure — ... | 682:4 696°5 737°5 817:2 833:2 
` Sinking Fund " 7:7 12-3 12:5 131. 10:5 
Daven to U.S. Government... S5 — — — — 


rE | ETAT E O N E | c (tmd Ó— MM —X 


Self-balancing Pigieaditute fs per 
contra)... 84°8 88-2 91°9 71-9 76-1 


4 


* Motor Vehiclé Duties apportioned to Road Fund, treated as self-balancing in 1936-37, 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
Coal Pig-Iron Steel 
Tons mill, ‘Tons thous, Tons thous. 
Total 1913 ee oe 287-4 10,260 7,664 
» 1925 ies uw m 243-2 6,262 7,585. 
a TI uhr ce wm 251-9 7,589 9,636 
» 1930 "M T 243-9 6,192 7,326 
» 1931 a um 219-5 3,773 5,203 
» 1932 ae aes Ed 208-7 3,574 5,261 
» 1933 "REC ES 207-1 ` 4,136 7,024 ` 
€ e 
», 1934 "E 221-0 5,969 8,850 
„ 1935 CET 222.9 6,426 9,842 
LÀ 

» 1936 "A err 228:5 . . "4,686 11,705- 
» 1937 jid Aum cs eid 241-2 8,497 12,964 
Total to February, 1937 RA 3993 1,254 1,995 
Total to February, 1938 im 40-9 1,454 2,139 








BOARD OF TRADE PRODUCTION INDEX NUMBER 
#(1930 = 100) 





Complete Year | 1936 1937 








1936. | 1937. | 4th Qr. | 1st Qr. | 2nd Qr.| 3rd Qr.| 4th Or. 





Mea i ame eere | ate m) ree it a) mm ne i i a 


Mines and. Quarries ... ..| 944| 998! 99-0} 99:4, 100:5 | 95:6 | 103-9 
Iron and Steel ess | 150-1 | 166-7 | 155-6 | 158-1 | 165-6 | 165-5 | 177-6 
Non-Ferrous Metals ... — ... | 143-8 | 165-3 | 154-0 | 154-4 | 166-7 | 173-7 | 166-2 
Engineering and Shipbuilding | 123-3 | 136-2 | 132-4 | 136-4 | 138-2 | 134-9 | 135-2 
Building Materials and Building | 157-1 | 152-3 | 157-3 | 148-5 | 155-9 | 160-3 | 148-4 
"Textiles esse o | 126-4 | 129-8 | 130-2 | 130-1 | 135-1 | 127.5 | 1260(3 
Chemicals, Oils, etc. ... — ... 115-4 | 124-0 | 120-6 | 121-8 | 125-9 | 123-3} 125-1 
Leather and Boots and Shoes | 120-7 | 118-8 | 119-6 | 120-6 | 121-3 | 117-7 | 115-6 
Food, Drink and Tobacco ...| 114-5 | 120-3 | 121-2 | 111-2 | 124-9 | 120-3 | 124-5 
Totalt ae us s one | 226 | 133-1 | 131-7 | 131-3 | 133-8 | 130-4 | 136-8 








* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
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` UNEMPLOYMENT 
(a) Percentage of Insured Workers 
Date 1929 1931 1932 1934 1935 1936 1937 1938 
End of— 
January 12:3 21:5 22-4 18-6 17-6 16-2 12:4 13- 3* 
February 12:1 21-7 22:0 18-1 17:5 15:4 12-0 13:2* 
March 10-0 21°5 20-8 17:2 16:4 14:2 11:6 
April 9-8 20:9 21-4 16-6 15:6 13-6 10:5 
May 9°7 20°8 22-1.| 16:2 15.5 12:8 10-7 
June 9-6 21:2 22-2 16:4 15:4 12:8 10-0 : 
July 9*7 22:0 22-8 16:7 15:3 12-4 10-1 
August 9:9 22:0 23-0 16:5 14.9 12-0 |° 9-9 
September | 10-0 22:6 22-8 16-1 15-0 12-1 9-7* 
October 10-3 21:9 21:9 16:3 14.5 12:0 10-2* 
November | 10.9 21:4 22:2 16-3 14-5 12:0 ]1-0* 
December | 11:0 20-9 21-7 16-0 14:1 12-0 12-2* 


* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 


Mar., | Mar, | Mar., | Mar., Jan. Feb., 
1932 | 1934 | 1935*| 1936 1938 | 1938 


Aem en me | | ——M—————— | ——————— | NNR | —————Ü———À——— | ——M—— 1 ———M—— 


Number employed ... | 9,549 |10,058 110,200 | 10,689 [11,250 | 11,310 |11,309 |11,324 


————————————— | —M—M—M— Is || ————— || á— MÀ ÁÁ—m| À——Á—— | —M—— | ———— 


Wholly unemployed 2,129 | 1,814 | 1,727 | 1,553| 1,384 | 1,430 | 1,400 | 1,394 
Temporarily stopped 421 S17 | , 324 170 552 541. 


Normally in casual 
employment me 104 94 92 88 76 66 73 


rm hn ff E | —MÓ— a | M ——— | ——————— 


Total unemployed ... | 2,660 2,143 | 1,879 | 1,625 | 1,576 1,808 





RAILWAY TRAFFIC RECEIPTS 





H 
Four weeks ended Aggregate for 12 weeks 


Mar., 28, 1937 Mar., 27, 1938 1937 1938 
Pas- Pas- Pas- Pas- 
sengers Goods sengers Goods sengers Goods sengers | Goods 


mt ——— | ——— | ——M— | ————M | wh | nttmm e ———————— | ———— 1 L—ÓÁÓÁ——— 


Great Western wwe | 0:8 1:2 0:1 1:3 2°0 3:7 2-0 3'9 
London & North 

Eastern? ... ewe | 1:2 2°3 1-1 2:5 3:2 TL 31 7:4 
London Midland & 

Scottish -— :8 31 1:6 31 4.8 9-2 4-7 9°5 
Southern  ... e| AEST. 0-4 1:0 0*4 4:2 l:1 1 1:2 
Total ... TT wee | 49 7-0 4-4 7-3 | 13-2 | @l-1L | 12-9 | 22-0 





i € 
* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 
Change in value since same date in previous year 





Feb., Feb., Feb., Jan., Feb., 
"1935 1936 1937 1938 1938 





By CATEGORIES: Great Britain % % % 
Total... + 49 + 6:2 | + ta 
Food and Perishables ... -+ 5-2 H 8-2 | + 8.1 

Other Merchandise of which 
Piece-goods* — 5-9 + 44 | — 75 

(i) Household Gobds — 39 2: 0-6 | ~13°6 
(ti) Dress Materials ... — 6:8 + 8:4 | — 2:6 
Womel’s Wear* 4 $7 + 8-2 | + 40 
(i) Fashion Departments ... | -- 7-0 413-5 | -+ 9.6 
(ii) Girls’ and Children's Wear | + Oei +75 | + 2:3 
(i) Fancy Drapery ... 4. 1°8 +457 | — 1-4 
Men’s and Boys’ Wear vee | P15 + 52 | — 37 
Boots and Shoes he + 9-3 H47 | — 6X6 
Furnishing Departments -+ 2:2 — 0-5 | — a1 
Hardware 4- 2:7 + $9 |-.40 
Fancy Goods jJ. 2:4 — 2:5 | + 6:2 
Sports and Travel - 8-0 42:3 | — 78 
Miscellaneous and Unallocated | -/- 4°6 +64 | + 3°6 
By AREAS 
All Categories-— 
scotland + 4-0 + 86 | + 5-7 
North-East ... — 4+ 971 | + 59 
North-West ... — +66 | + 46 
Midlands & South Wales ... — +76 | + 60 
South of England J- 4.9 +753 | + 5-7 
London, Central & West End | + 1-8 | + 4-5 |} 4+ 65 | + 1:2 | — 6°6 
London, Suburban ... e| TO | + 890 | + 76 |+ 5:4 | + 6-0 








* Including some goods which cannot be allocated to sub-headings. 
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OVERSEAS TRADE 






































IMPORTS EXPORTS 
Date Manu- Manu- . 
wW Raw 
Food |uriterats | fac r Food | yraterials renar NE 
Monthly Average~~ £ mn. £ mn. mn £ mn £ mn. £mn 
49) ius , 41:6 | 28-3 4-6 6-6! 47-8; 60-8 
.^ 1930 59°6 | 20-9 5°3 5-5. 36°7 | 47°6 
1931 34:7 | 14°4 3:0 9; 24°35 32:6 
1932 ál:1| 13:7 Al 4°6 | 23-0.) 30:4 
1933 28-5 15.0 2-4 3°8 25:4 50-6 
1934 28-9 17:5 2-5 4*0 25-4 43-0 
1935 29-6 | 17-7 26) 441) 2T-4| 35:5 
1936 á 31°93 20°7 5*0 4-3 28-4 á6- 7 
1937 a 36:0 | 26-3 32) 5:4 | 33-71 43:5 
"ue e /— = eee 
Feb., 1937 ... oe | 50:7; 22-1) 18-6) 71-7 5-1 49] 297; 38-6 
Feb., 1938 ... M . . 19°5 | 75-7 4:2 "7| 315 
SOME LEADING IMPORTS : 
| : Iron and 
Iron Ore, Raw Raw | Hides, | wood Steel 
Date Wheat and Wet and Rubber 
Scrip | none Wool Dry Pulp Pre 
(thous. | (thous. (thous. 
d (thous. | (thous. |centalsof|certals ofi (thous. | (thous. jcentals of] (thous. 
Monthly Average— cwts.) | tons) | l001bs.| 100 Ibs.) cwts.) | tons) | 1001bs.)| tons) 
1929 me i 48 678 98 T 255 
1930 326 243 
1931 231 251 
1932 176 133 
1933 189 81 
1934 395 114 
1935 525 96 
1936 116 124 
1937 254 170 
Feb., 1937 136 83 
Feb., 1938 429 230 
Date 3 | Machin-| Cotton ne Worsted Motor 
Monthly Average— . | (thous. 
-) | sa. yds.) (number) 
1929 490 ; 
1930 2,895 | 1,602 
1931 2,479 | 1,429 
1932 2,958 | 2,246 
1933 2141 | 2,821 
1934 2,772 | 8, 
1935 5,205 | 3,659 
1936 3,304 | 4,268 
1937 4,583 | 4,468 
Feb., 1937 3,973 | 4,401 





Feb. 1938 ... — ... 
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PRICES 
1. WHOLESALE PRICES 
" | Index Number (Sept. 16th, 1931—=100) 
U.K. | U.S.A. | France | Italy Germany 
Me MÀ — = Si | MM €— M raa | eaa aeaaea (ir MÀ iir MÀ ti 
Average 1929 ... i 150-9 139-4 | 141°3 146-0 126-1 
1931 .. . it 107-7 103-5 | 105-5 103-5 101-9 
1932 .. "^ 03-5 89-3 | 92-0 93-1 88-7 
1933 .. | 103-5 93.7 87.7 86-6 85-7 
1934 .. | 106-4 111-1 | 821 84-2 90-4 
1935 .. i 108-1 120-3 18-4 97-2 03.5 
1936 .. * ..' 116-2 121.4 90-6 112-5 95-6 
1927 ..  ..[ 1346 | 131:5 | 127.0 133.4 97:3 
End Feb, 193 hl 131:5 131.8 116-8 - 96-2 
, Mar, 1937 lh 138-2 136.8 120-4 — e 91-6 
» Feb, 1988  .. | 195-4 120-3 138.1 142-4 97-1 
o» Mar, 1988 ... |} 122-9 117.7 139-4 142-2 97-1 
Sources: W.K., “Financial Times”; U.S.A, Irving Fisher; France, Statistique 


Générale; Italy, Italian Chamber of Commerce; Germany, Statistiche Reichsamt, 
2. RETAIL PRICES (cost of living) 




















| Rent |? | Fuel Other All 
Date Food (including | Clothing | and Items Items 
Rates) | | Light included | included 
See E Um ! gott PM VEBOET MNPTOPNS 

End of 1929  .. 57 52 115 15 80 66 
1931  ... 81 84 90 75 75 47 
1932  .. 23 55 85 70-75 70-75 42 
1933 24 56 85 70-75 70-75 42 
1934 25 56 85-90 70-75 70-75 44 
1935 31 58 85 75 70 | 47 
1936 36 | 59 90-95 15-80 70 51 
End Feb., 1937... 35 1 59 95 15-80 70-75 | 51 
» jan, 1938... 42 | 59 110 80-85 75 57 
» Feb., 1938... 40 | 59 110 80-85 75 56 








pen ein cept ARR EPA E. RUE eS UN ot. SERE. CA, qp M RN TT RAM. READ T RN 
The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 

















Note Sugar Cotton Wool Pig-Iron, Tin, Rubber 
Date. N. Centrifugals; American 64's Cleveland | Standard | Plantation 
Manitoba KK. Middling | tops avge. No. 3. Cash eet 

. [| percwt. erib. | perlb. | perton | perton | per Ib. 

ET i os js i d. 2i d. ia d. | i p d. 

Average 1929 ... 54 03 9 0}| 10:29 38% 70 44; 203545 10} 
1931 ... | 28 23 6 432 5:08 25 py 58 7 1184 ó% 

1932 30 61i 5 94 5-29 22 hr 58 6 136,5 2d 

1933 28 2 5 4 5:53 1x 62 3 19413 3} 

1934 ... | 30 11 4 84| 5-66 | 308: | 66 104| 230 6: 

1935 34 34 4 8 6-69 28 67 10 22018 534 

1936 ... | 38 0 4 84| 6-67 | 3218 | 73 0 | 20428 723 

1937 53 114| 6 4j| 6-37 | 35% | 9110 | 243%, 9i 

Feb., 1937  ..| 51 64) 6 234| 7:28 | 3523 | 81 O,| 2328, | 1034 
Jan, 1928 e. | 58 Tè 5 4i 5:03 264 109 0 18423 7-4 
Feb., 1938 Se) 55 2f 5 2 5:06 262 | 109 0 18345 65 
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Foreign Tradé and Commercial Policy 
of the Kingdom of the Netherlands 
during the Post-War Years 

By Professor Dr. P. Lieftinck, of Rotterdam. 


I. FOREIGN TRADE OF THE NETHERLANDS 

HE dependence of the Netherlands upon world economic 

conditions is nowhese more apparent than in its foreign 

trade. During the three decades which preceded 1914, 
Dutch foreign trade not only grew with the rapid expansion 
of world trade, but its share therein was also steadily increasing. 
As a result the Netherlands, predestined thereto by its 
geographical position and natural resources as well as by the 
character of the people, gained first rank among the countries 
showing the greatest international goods turnover per head of 
the population. 

During the war Dutch foreign trade shrunk for obvious 
reasons. When in the early twenties, however, the inter- 
national exchange of goods resumed an upward tendency, the 
Netherlands took its legitimate part in this development, 
although its relative share did not entirely recover to its pre- 
war level. Chart I illustrates how closely Dutch imports and 
exports continued to be correlated with the expansion and 
contraction of the world trade in general.* It also shows that 
the share of the Netherlands in world trade during the last 
ten years only fluctuated within relatively narrow limits. It 
rose from 2:71 per cent. in 1926 to 3:25 per Gent. in 1932, 





* Reliable figures for wotld trade do not go back further than 1926. 
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after which it fell again to 3:67 per cent. in 1936; the deviation 
from the average was thus not more than about ro per cent. 

The course followed by Dutch foreign trade—both on 
the basis of weight and value—during the past fifteen years 
is shown in Chart II, The total volume of foreign goods 
turnover (imports and exports together), measured by weight, 
rose from 28,045,000 tons in 1923 to 48,009,000 tons in 1930, 
then fell to 32,885,000 tons in 1935 and recovered in the two 
following years, reaching 39,536,000 tons in 1937. Caleulated 
per head of the population, these figures represent 3:9 tons, 
6:0 tons, 3:9 tons and 4:6 tons respectively. Measured by 
value, the volume of trade rose from FI.3,312,000,000 in 
1923 to Fl.4,742,000,000 in 1929, and subsequently fell to 
Fl.i,611,000,000 in 1935, rising to FPl.2,699,000,000 in 1937. 
Per head of the population these figures amount tp Fl.459, 
E1.605, Fl.rg0o, and Fl.312 respectively. The fact that the 
value of trade during the years of shrinkage decreased a good 
deal more than its weight mugt of course be ascribed to the 
severe fall 1n prices which set in after 1929. 

The balance of trade of the Netherlands remained passive 
during the whole period under review. An examination of 
the returns expressed in value shoWs that the percentage of 
imports covered by exports was somewhat more than 70 
per cent. in the years 1924 to 1930, with 74:5 per cent. in 
1927 as the highest point. From 1931 to 1934 it was below 
70 per cent, its lowest point being 60 per cent. in 1933. 
Thereafter the percentage improved, and ultimately returned 
approximately to the old level. The unfavourable course of 
the trade balance in the years 1931 to 1933 must be attributed 
on the one hand to the fact that, partly on account of monetary 
disequilibrium, the Netherlands exports receded more than 
imports, and on the other hand to the circumstance that, for 
various reasons, the barter terms of trade with foreign countries 
developed unfavourably for us. 

With regard to imports and exports some remarkable 
changes are worth mentioning. As a result of the growing 
importance of mining in the Netherlands, the imports of coal 
and coal-products decreased considerably, as is clearly reflected 
in the total volume of imports.. The volume of both imports 
and exports of chemicals increased proportionately, while the 
relative impertance of the export of agricultural products 
according to weight decreased. 
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COMPARED WITH WORLD TRADE 
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II—IwPoRIS AND EXPORTS OF THE NETHERLANDS 
. FOREIGN T RADE of the NETHERLANDS 
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If relative values are considered, it is striking that, for 
both imports and exports, the share of foodstuffs decreased ; 
between 1923 and 1936 food imports showed a drop from 
25:1 per cent. to 16:9 per cent. of total imports, while food 
` exports fell from 39:7 per cent. to 32:5 per cent. of total 
export. On the other hand the proportion of both imports 
and exports of raw materials, semi-manufactured goods and 
manufactured goods (other than foodstuffs) increased. Although 
these value-percentages have been influenced by price fluctua- 
tions, the tendency towards the increased industrialisation of 
the Netherlands, which 1s also indicated by the course of the 
weight ratios, is thereby confirmed. — 

The most important Dutch imports and expdrts may be 
divided into four main groups, viz. animal products (I), 
vegetable products (II), minerals, metals and goods manu- 
factured therefrom (III), and other products (IV). The table 
below contains in each group those articles—in order of 
importance for the year 1937— whose import or export value 
exceeded Fl.10,000,000.* “ 


PRINCIPAL IMPORTS AND EXPORTS 
(In millions of guilders) 





IMPORTS 1923 e 1957 Exports 1923 | 1929} 1937 

I. Hides and skin ES e. | 24 Y. Milk .., ave yas a 49 
Leather ese eee eee 18 Butter... aan ove ane 44 

E £s aoe eee ef , 33 

II, Timber and woodwork oe | 93 Cheese TII 30 
Wheat eae **5 eee eee 68 Hides and skins eae * 30 
Maize eee ate 00 ene 017 Salt meat ote eee EEE] 22 
Seeds eee eee wee aae 60 is oe *^* *.* 4-9 16 
Raw cotton s. sae e. | 46 | Lard, tallow and melted fat... — 
Unmanufactured tobacco ... | 30 Fresh meat s. "m en — 


Cocoa beans ... MER yis 21 
Sub-tropical fruits ... iie 26 


Vegetable oils... ads see 1 27 . Vegetable oils T T 64 
Barley ... dia n .. | 25 Flowers, flower bulbs, trees 
Coffee ... adi igi asi 43 and shrubs... ve Sae 35 
Rubber and rubber products | 23 Fresh vegetables... "- 24 
Copra ... vi ss es [^ 47 Potatoes ese és ses 20 
Wheaten meal and flour  ...| 23 Potato flour... Y — 
Seeds [IIl wre eae —€— 
III, Iron, steel and products thereof| 92 Peas ass vis T" — 
Implements and apparatus ... | 78 Sugar and molasses .., -— 
Ores (except iron and man- Margarine a. "m -— 
ganese) ese es. eee nt 
Coal, coke and briquettes ... | 123 . 
Crude mineral oils and gaso- . Coal, coke and briquettes ... 69 
line se ave 0e f | 24 Tinandtinwate — .. — se 56 
Copper Pas iis «e| 15 Wireless articles — ss ore — 53 
Tinplate.and tinwareplate ... | 10 Iron, steel and products thereof 48 
Instruments s. es | 20 Implements and apparatus... 26 31 


IV. Yarns, piece goods and “wear- 


ing apparel... " 238 . Yarns, piece goods and wear- 


Vehicles vid axe a» 43 16 ing appare E be 86 
Chemical products ... e| 3l Paper and paperware bas 4 25 
Saltpetre and fertilisers oes 47 Chemical products ... eee 16 
Paper and paperware.., oe | 26 Electrical lamps se ask — 


* A dash in one of the columns indicates that the import—or export—value in the 
yeat in question remained below that figure. 
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This table, derived from the Central Bureau of Statistics 
(Ihe Hague) figures, shows that since 1923 the following 
items have disappeared from the list of principal imports : 
leather and wheaten meal and flour, Imports of ores (mainly 
tin ores), on the other hand, have become appreciable. Among 
exports tin, wireless apparatus and salt meat have become 
prominent, while fresh meat, lard, potato flour, seeds, peas, 
sugar and molasses, margarine and electric lamps have to a 
large extent lost ground. Structural changes rather than 
cyclical fluctuation in trade account for these developments. 
In the case of margarine and electric lamps, for instance, 
production for export was transferred abroad in order to escape ` 
foreign tariffs, "The import of tin ores 2nd the export of tin 
is due to the establishment in Holland of important tin works. 
As for alterations in agricultural products, the background 
(changing market conditions) is more complicated, 

Chart III throws some light upon the development of 
the geographical distribution of foreign trade of the Nether- 
lands. Trade with the three neighbouring countries—Germany, 
the United Kingdom and the Belgian-Luxemburg Customs 
Union (group 1)—continued to be of paramount importance, 
although the share of these cotfatries in total imports and 
exports, expressed as a percentage of the value thereof, shows 
a pronounced downward tendency. Their share in exports 
decreased from 56 per cent. in 1923 (624 per cent. in 1924) 
to 48 per cent. in 1937, while their share in imports fell from 
51 per cent, in 1923 to 41 per cent. in 1937. This tendency 
is caused entirely by the course of trade movements between 
the Netherlands and the United Kingdom and between the 
Netherlands and Germany, as trade with Belgium was relatively 
well maintained. It is remarkable that the share of some 
important European countries (group 2) and of the United 
States (4) did not increase, but that an increase took place 
in the share of the less important “remaining countries " 
(group 5). This seems to point to a wider geographical dis- 
tribution of the Netherlands imports and exports. 

The fact that, on an average, the share of the Netherlands 
Indies underwent little change (only imports from this oversea 
territory reveal some relative increase), shows that the inter- 
imperial trade of the Netherlands is by no means so powerfully 
developed» as, for instance, that of the British or French 
Empire. 
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III^.— THE SHARE OF THE PRINCIPAL COUNTRIES AND 
Groups or COUNTRIES IN DuTCH FOREIGN TRADE 
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Group 1.—Neighbouring countries (Germany, the United Kingdom and the Belgian- 
Luxemburg Customs Union), 

Group 2.—Some important European countries (Switzerland, France, Sweden and Italy). 

Group 3.— The Netherlands East Indies. ' 

Group 4.—' Ihe United States of America, 

Group 5.—Other Countries. 

B.—The Belgian-Luxemburg Customs Union. " 

D.—Germany. 

E,—The United Kingdom. 
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IIIB,.—Tuk SHARE OF THE PRINCIPAL COUNTRIES AND 
Groups oF COUNTRIES IN DutcH FOREIGN TRADE. 
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Group 1.—Neighbouring countries (Germany, the United Kingdom and the Belgian- - 
- Luxemburg Customs Union). 

Group 2,—5ome important European countries (Switzerland, France, Sweden and Italy). 

Group 3.—The Netherlands East Indies. 

Group 4.—The United States of America, 

Group 5.—Other Countries. 

B.—The Belgian-Luxemburg Customs Union. 

D.—Germany. 

E.—The United Kingdom. 
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IL-—CowWERCIAL POLICY OF THE NETHERLANDS 


The commercial policy of the Netherlands, which under- 
went few drastic alterations in the second half of the nine- 
teenth and in the early part of the present century, has since 
the Great War presented the picture of a transition, at first 
gradual but later developing at greater and greater speed, 
towards new principles. 

Free trade, which had found one of its greatest strongholds 
in the Netherlands, was gradually undermined here too, after 
having been abandoned in so many countries by the ever- 
increasing spread of state intervention in economic affairs, 
which was bound also to affect commercial policy. «his 
process—with its deeper causes rooted in changes in the 
world’s economic structure and in alterations in the social 
forces infittencing economic equilibrium, nationally and inter- 
nationally—was greatly stimulated by the serious and prolonged 
world depression, which has exercised such a very far-reaching 
influence on nearly all aspects ofeeconomic life. 

It can be said with truth that many of the economic 
measures applied in this country since the beginning of the 
great depression, were of æ purely defensive character; but 
it cannot be denied that there is some connection between the 
Netherlands commercial policy of recent years and the inter- 
national movement towards state intervention. The pressure 
of extraordinary circumstances undoubtedly facilitated the 
extension of this movement to the Nethérlands. As long ago 
as the beginning of the twenties some phenomena had appeared 
which may be characterised as an inclination 1n the direction 
indicated. 


From 1923 till the British Suspension of the Gold Standard 
(September, 1931). 

The basis upon which the free trade policy of the Nether- 
lands rested up to the beginning of the twenties was the 
Tariff Law of 1862 (amended 1n 1877), together with a large 
number of most-favoured-nation treaties. A duty of only 
5 per cent. ad valorem was levied upon commodities to which 
the tariff applied, while there were no quotas or other 
quantitative measures to restrict imports, 

Until the end of 1931 breaches in this system were but 
few in number and of minor importance. In 1923? in order to 
check huge imports from Germany, where, as a result of the 
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inflation of the mark there was no longer any genuine basis 
for the determination of prices, a law for the temporary 
restriction of the importation of footwear (the so-called ** Shoe 
Law") was passed. This was revoked as early as June rst 
of the following year. Although purely of an incidental 
nature, this measure deserves special notice, because it may 
be regarded as the precursor—though on a very reduced 
scale—of later quantitative restrictions of imports. 

A more important measure was the Tariff Law of 1924, 
primarily intended as a technical improvement to the import 
tariff in the interest of commerce and industry; occasion 
was also taken, by increasing the ad valorem duty from 5 to 
8 per cent, to obtain more revenue for'the Treasury. By 
maintaining the same principle which had constituted the 
basis of the old tariff, viz., that an import duty should be levied 
only upon such articles as are suitable for the consumer's 
use without any further process of manufacture or combination 
with other products (the socalled “ counter-articles "), and 
by the moderate increase in duty, the tariff retained, even 
after this alteration, its predominantly fiscal character. 

The twenties were marked pagticularly by great activity in 
the negotiation of commercial treaties, Many existing treaties 
were revised, while commercial relations were regularised with 
a number of (mostly new) countries for the first time. The 
unconditional most-favoured-nation clause constituted the main 
point in nearly all these agreements. Meanwhile a great many 
forms of reciprocity, which were applied by other countries, 
eradually weakened the guarantee of equal treatment which 
this clause provided. Under these circumstances, some 
elements of reciprocity also crept into the commercial treaty 
policy of the Netherlands, particularly in the commercial 
treaty which was concluded with Czechoslovakia in 1923 and 
z the Netherlands-German customs and credit agreement 
of 1925. 

The spread of protection abroad and the continual attacks 
upon the most-favoured-nation agreement (“ the sheet-anchor 
of our commercialtreaty policy "), especially in the form of 
extremely detailed tariff specifications, gradually brought about 
a change in the views of important groups with regard to 
commercial policy. Those who favoured the application of 
the principle of reciprocity 1n arranging commercial relations 
with foreign countries organised themselves in 1926 in the 
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“ Association for an Active Trade Policy." ‘The adherents 
of the traditional policy did not give in, however, and founded 
the ** Netherlands Association for Free Trade," for the defence . 
of the principles of free trade in the widest sense. 

The fruitless efforts of the League of Nations in 1927 and 
1930 to stem the world-wide protectionist tide, and the dis- 
appointing experience gained in the Netherlands in 1930 with 
the export of butter to Germany—which was affected by a 
serious-evasion of the most-favoured-nation clause—did not 
fail to make a. deep impression on public opinion. Only at 
the end of the following year, however—when the world 
depression made itself fully felt in the Netherlands as else- 
where, and when tconomic and monetary dislocation in the 
countries around us brought the commercial life of the country 
into a critical condition—did the Government resolve to 
interfere in the international exchange of goods. This inter- 
vention was to be followed-—after an interval of nearly two 
years—by measures regarding international payments, and by 
a fundamental alteration 1n the commercial treaty policy. 


From the British Suspension of the Gold Standard (September, 
1931), to the Economif and Monetary World Conference 
in London (Summer, 1933). 


After the sharp international fall in prices which had taken 
place in the two previous years, the depreciation of the Pound 
Sterling in September, 1931 and the subsequent weakening of 
many other currencies deprived the economic life of the Nether- 
lands of the power to hold its own in competition with foreign 
countries, Important export markets were lost or dwindled 
away; while the home market was flooded with imported 
low-priced goods. The tendency everywhere to close frontiers 
and raise obstructions in the way of foreign payments, 
principally in a number of Central European countries, con- 
tributed to place various branches of the industrial life of 
the Netherlands in a precarious position, Directive action on 
the part of the Government was now inevitable. 

The first change in policy which came about in this phase 
was the Crisis Import Law of December 23rd, 1931, giving 
the Government the power to take temporary measures to 
restrict the import of goods. This law provided that, in case 
of excessive imports of certain goods, import quotas could be 
imposed, applying to each country on the basis of the imports 
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of similar goods during at least two preceding years. This 
created the possibility of putting üp a barrier against increasing 
imports and, also to compensate lost exports, to reserve part 
of the home market temporarily for Netherlands producers. 
To ensure a fair division among the Netherlands exporters 
of the export quotas allowed by foreign countries (both absolute 
and tariff quotas), the Crisis Export Law of December 24th, 
1931, gave the Government powers to introduce temporary 
regulations regarding the export of goods. — 

To check the dangers resulting from «the restrictive 
measures, which were being more and more applied in the 
field ,of international payments, the Law of July 25th, 1932 
—the so-called Clearing Law, 1932—empowered the Govern- 
ment to conclude clearing treaties, as well as to impose re- 
strictive measures with regard to the payment far imports 
from certain countries, that is to introduce an autonomous 
clearing. The main purpose of this law, which was also 
given a temporary character, was to furnish the necessary 
assistance to export to countries which were weak in foreign 
exchange resources, In the long run, however, it was found that 
it provided the Government with powerful means of taking 
measures to regulate the structure of Netherlands commerce. 

Increasing doubt as to the beneficent effects of the most- 
favoured-nation clause, which under the prevailing circum- 
stances was found to obstruct more and more the rational 
development of international commercial relations, found 
expression in the Treaty of Ouchy, concluded on July 18th, 
1932, between the Netherlands and the Belgian-Luxemburg 
Customs Union. Here the contracting countries bound 
themselves to proceed to a gradual reduction of their import 
duties, but only “in their mutual relations.” Although it 
was laid down in this convention that any country could 
join it if it was willing to assume the same obligation, this 
treaty constituted the decisive step of the Netherlands com- 
mercial treaty policy in the direction of reciprocity. On the 
ground of existing most-favoured-nation treaties, the Govern- 
ments of several countries, in particular the British Government, - 
lodged protests against the Ouchy clause. This has prevented 
the much-discussed treaty from coming into force. 

With regard to tariff legislation everything at first 
remained a$ it was. The economic measures which they 
were obliged to take were regarded by the Government, 
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and by many with them, as being of a temporary nature, 
and therefore they were reluctant to involve the permanent 
tariff in them. Moreover, the most-favoured-nation treaties 
which the Netherlands had concluded with many countries 
were a serious obstacle to the effective use of import duties 
as a measure to check excessive imports. Finally, it was 
realised that the international price disturbances had assumed 
such proportions that, even if the tariff were to be used to 
check. excessively cheap imports, it was at least doubtful 
whether this course of action would vield sufficient results, 
without exorbitant increases in import duties with all their 
concomitant disadvantages. It is true that, from gurely fiscal 
considerations, the law of December roth, 1931, raised the 
general tariff from 8 to ro per cent, but this measure was 
confined fo a definite term; the law was to lapse as from 
January ist, 1935. 

| If we review the actions of the Government in connection 
with the commercial policy during the first years of the 
depression, it is noticeable that although the free trade 
principle was temporarily abandoned, no measures were 
taken—if we except the Ouchy initiative—except such as were 
dictated by necessity. Only a very restricted use was made 
of the wide powers obtained. The quota system was confined 
to a few groups of articles—in particular to textile goods, 
footwear, products of the ceramic industry, cycle tyres, meat, 
butter, fats and a few cereals. During the first year of its 
existence not a single practical application was given to the 
Clearing Law. The traditional most-favoured-nation stand- 
point was maintained as far as possible. The tariff remained, 
at any rate in intention, fiscal, 

The insistence of large sections of the population that 
the Government should adopt a more active attitude towards 
foreign countries which showed no consideration for Nether- 
lands commercial interests, gradually became more urgent. 
In Government circles, nevertheless, some expectation still 
seemed to be entertained with regard to possible results of 
the Economic and Monetary World Conference to be held 
in London in the early summer of 1933. When this resulted 
in failure and the international struggle of commercial policies 
afterwards became still more intensive, a pronounced change 
in the Netherlands commercial policy became inevitable. 
This inaugurated an entirely new period. 
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From the Failure of the London Conference (S ummer, 1933) to the 
Monetary Tripartite Agreement (September, 1936). 


his period begins with a rapid transition to a more 
active commercial policy, accompanied by the adoption of the 
principle of reciprocity in determining quotas, and in particular 
by measures with regard to payments. In this connection 
important powers were added to the economic arsenal. 

By the law of August 5th, 1933 (the RetaliationLaw), 
the Government assumed the power to exclude wholly, or to 
impose a special import duty upon, goods from countries with 
which they had concluded no commercial treaty and which 
treated the Netherlands more unfavourably than other countries, 
or in a manner contrary to the vital interests of the country. 
This law, which has especially a preventive intention, and 
which has not yet had to be applied, gives Netherlands 
“negotiators useful support in difficult cases. 

Of great practical importance were the alterations made 
in the Crisis Import Law by the law of November 17th, 1933. 
Besides the quotas applying to each country, special quotas 
can now be fixed for imports fro particular countries, while 
the granting of these latter quotas may be accompanied by 
conditions which serve to promote normal market relations in 
the Netherlands. The provision that the quotas were to be 
fixed on the basis of the imports during at least the two previous 
years, was withdrawn, and the period during which the law 
was to remain in force was extended till January rst, 1938. 
In particular the power to grant special quotas provided a very 
valuable lever for negotiations, the more so as the quota 
system is independent of the most-favoured-nation clause 
as is internationally recognised. Although concessions made 
by the Netherlands, in the form of treaty quotas, are not 
made known as a rule, it may be assumed that this system 
has played a prominent part in bringing about many of the 
commercial agreements concluded since 1933 on the basis of 
reciprocity. 

The years 1934 and 1935 were not only marked by a greatly 
increased quota activity, sometimes connected with impending 
negotiations for new commercial treaties. In the same years 
several clearing agreements were also concluded, viz., with 
Chile, Gerrhany, Turkey, Rumania, Italy and Bulgaria in 
succession, The clearing agreement with Germany was only 
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brought about after the application to that country, in the late 
summer of 1934, of an autonomous clearing, by means of 
which successful pressure was exercised to secure the adoption 
of a reciprocal arrangement. Before this agreement was given 
a more durable form, the Clearing Law itself underwent an 
important change, and its sphere of action was extended to 
the settlement of claims other than those arising from the 
exchange of goods, while the Government obtained wide 
powers to fix payment quotas with regard to exports. This 
revision was bout about on November 14th by the 
* International Payments Law, 1934." | 

some not unimportant changes with regard to *tariff 
legislation also took place in the years 1934 and 1935. From 
the point of view of commercial policy the most important 
was the law of May 17th, 1934, for establishing, abrogating, 
increasing or reducing import duties at short notice (since the 
law of December 31st, 1936, for the purpose of extending its 
period of operation, called the Tariff Authorisation Law, 1934). 
This law gave the Government power to grant tariff protection 
at short notice to home industries, in addition to or instead of 
a quota, if the industries were in danger of extinction as 
a result of foreign competition, and further to give immediate 
effect to tariff alterations introduced into a commercial treaty. 
The condition made in the first case, however, proved in 
practice to be so stringent that the efficacy of this legislation 
lies almost entirely in the last-mentioned power. The law 
in question is also of fiscal importance, since it renders it possible 
that proposals for the alteration of the general tariff, which 
have been introduced in the States General, but have not yet 
been passed, can be declared wholly or partly applicable for 
the time being. 

This power soon became useful, at the third revision of 
the tariff, during the period under review. The relevant Bill, 
which provided for an increase of the general tariff from 
10 to 12 per cent., on behalf of the Treasury, was provisionally 
applied on July rst, 1934. After lengthy parliamentary discus- 
sion it became law on June 28th, 1935. This tariff was 
differentiated, more than its predecessors, according to raw 
materials, semi-manufactured goods, industrial accessories and 
finished products, but the principle of a general autonomous 
tariff, not drawn up as a weapon for negotiation, was again 

maintained, 
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Whereas import duties on foreign goods continued to be 
governed by the most-favoured-nation principle, to which the 
Netherlands was also bound by many treaties, in the case of 
the conclusion of new treaties in this period the principle of 
reciprocity came more and more to the fore. Nevertheless, 
in the years after 1933 several most-favoured-nation treaties 
were concluded (some provisional, others definitive), 1ncluding 
those with Uruguay, Argentina, Spain, Portugal, South Africa, 
France, the United States and Chile, although in many, cases 
reciprocity provisions were introduced into them. In some 
exceptional cases the Netherlands granted most-favoured-nation 
-treatment with regard to quotas (for instance, to Great Britain) 
and ‘the allocation of foreign exchange, but nevertheless this is 
the chief field in which the reciprocity principle has secured 
an important place. 

The year 1936 was, of the period in questiorf, the least 
rich in important events with regard to the country’s commercial 
policy. The restriction of the importation of a great number 
of articles was extended (at tite beginning of the year the goods 
to which quotas applied already represented some 374 per cent. 
of the value of the total imports), some new quotas were 
introduced, while on the other Hand the first step was taken 
towards replacing the quotas for a number of articles (viz., 
finished textile products) by increased import duties, Since 
then, however, the Government has gone but little further in 
this direction. The month of September of the same year 
brought the monetary Tripartite Agreement and the deprecia- 
tion of the guilder. This concluded the period,” 


From the Tripartite Agreement (September, 1936) till the 
beginning of 1938. 

The collapse of the gold bloc and the Tripartite Agreement 
opened up, in the opinion of many people, new possibilities of 
extending international trade and of demolishing obstacles to 
commercial intercourse. The extension of world trade was 
accomplished—thanks to the general recovery in economic 
affairs, which had already made great progress in many 
countries—but no appreciable demolition of trade barriers 
was achieved. The commercial policy of the Netherlands, too, 
showed outwardly only a weak reaction. Early in October, 1936, 

* Cf. for thjs period the more detailed study of Dr. A. H. Philipse, * Quelques aspects 


de la politique commerciale des Pays-Bas," in * Grotius," Annuaire International pour 
1937, M. Nyhoff, la Haye. 
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a number of quotas were abolished, but many others were 
extended. Towards the end of April, 1937, a Bill was 
introduced to amend the Crisis Import Law, its purpose being 
to extend the Government's powers. The quota system was 
declared to be indispensable for the time being. Moreover, 
on September 27th a Bill was introduced to amend the 
Tariff Authorisation Law, 1934, in which it was also proposed 
to extend considerably the powers conferred by the law. 
These- two Bills met with opposition, but the former was 
accepted after some amendment, while as regards the latter 
no parliamentary discussion has yet taken place. 

That the Government is doing its utmost ta seize the 
possibilities of incfeased trade resulting from the improved 
economic situation was demonstrated by the renewal of the 
commercigl agreements which expired in the last few years, 
and also by a not unsuccessful initiative, dating from the early 
part of 1937, to make use of the Oslo Convention with the 
Scandinavian Countries and the Belgian-Luxemburg Customs 
Union, which had been inactive for more than seven years, 
to increase the trade between the countries concerned. This 
is the first case since the faifire of the London Conference of 
obstacles to trade being reduced by multilateral agreement. 

The direction in which the commercial policy of the 
Netherlands is developing is now gradually becoming somewhat 
clearer. The free trade principle is no longer followed as the 
only, nor as the ultimate, guide. The course, however, is not 
directed towards economic self-sufficiency, nor towards the 
cultivation of home monopolies. While maintaining the great 
advantages accruing from a brisk exchange of goods with 
foreign countries, it is aiming at more certainty in international 
commercial relations and at the creation of more harmony 
between those sections of industrial life in the Netherlands 
which are dependent upon home trade and those which are 
dependent on the foreign markets. 


IIl. ForeIGN TRADE OF THE NETHERLANDS INDIES 


The direct participation of the Netherlands Indies in 
international trade was initiated some three-quarters of a 
century ago; it has steadily grown since then and has been 
greatly developed during the years succeeding the World War. 

In foregoing periods the Netherlands Indies had not been 
of great significance to the world as a whole, but only to the 
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mother country, With the growing demand for products of 
tropical agriculture and for minerals, with which this colony 
is abundantly supplied, its exports, however, attained an 
increasingly important place in the world market and thanks 
to the rise of purchasing power of the population imports 
could also increase. In 1932 the Netherlands Empire trade 
constituted 5:1 per cent of the world trade, which leaves 
1:08 per cent, for the Netherlands Indies. 

Whereas the mother country has a passive trade balance 
the Netherlands Indies have an active balance, as is charac- 
teristic for colonial raw material countries. The value of 
exports is the only important active item on the balance of 
payments, whereas'the passive side of this balance includes 
not only the value of imports, but also a number of “ invisible ” 
items, viz, services of various kinds. The fluctuations since 
1923 of irnports and exports (jointly and separately) and of the 
excess of the latter over the former is shown in Chart IV. 
Imports rose from F1,.648,000,009 in 1923 to Fl.r,108,000,000 
in 1929, and subsequently fell to Fl.278,000,000 in 1935, 
rising again to FPÍ.498,000,000 in 1937. Exports rose from 
F1,1,386,000,000 in 1923 tog Fl.1,811,000,000 in 1925, then 
fell to Fl.447,000,000 in 1935 and recovered again to 
Fl.950,000,000 in 1937. The excess of exports, which 
amounted to PF1.738,000,000 in 1923, rose to F1.966,000,000 
in 1925, reached its lowest point with Fl.140,000,000 in 1933 
and rose thereafter, somewhat irregularly, to Fl.452,000,000 
in 1937. 

The decline in the value of exports set in as early as 1926, 
whereas the quantities exported showed a rise up to 1929. 
This is to be explained by the fact that the price level of the 
Netherlands Indian export products began to fall three years 
before the world depression began. This downward move- 
ment was continued more rapidly after 1929, and was replaced 
by a recovery only in 1936, Furthermore it is remarkable, 
that whilst the total value of exports between 1929 and 1935 
decreased by no less than 6r per cent., the volume of exports 
in that period fell by only 8 per cent. This heavy loss of 
export value was to be attributed principally to the most 
important export product, viz., sugar, the sale of which in 
the Oriental markets was hampered since 1923 by many import 
restrictions. Generally speaking the remaining* important 
export products suffered little on account of trade restrictions. 
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For the seven most important products—rubber, petroleum, 
sugar, tin and tin-ore, tea, tobacco and copra—the following 
table shows the fluctuations of export values :— 


 ExpPomrs OF THE PRINCIPAL PRODUCTS 
(In millions of guilders) 





* Eleven months 


Up to 1929 the imports info the Netherlands Indies showed 
a rise, not only measured by value, but also 1n quantity. In 
the period 1929 to 1935 the value of imports fell by 75 per cent. 
and the quantity by 53 per cents This shows that the price 
level of imports fell much less than that of exports; the result 
was a serious adverse movement of the terms of trade with 
foreign countries. In the course of 1936 the reverse took 
place ;. the price level of exports recovered much more rapidly 
than that of imports, so that about the beginning of 1937 
the terms of trade regained the aspect of 1929. The following 
table shows the fluctuations in import value of the five principal 
groups. 


IMPORTS IN THE PRINCIPAL GROUPS 
(In millions of guilders) 








: Machines 
Articles of Yarns, , , : 
Year food and | piece goods, | Metals implement Ced 
1 uxu ri es etc. appar atus pr oducts 
and tools 
1923 112 186 46 31 45 
1929 288 272 111 122 81 
1933 85 106 23 19 29 
1935 69 82 26 25 25 
1936 ; 60 85 27 29 28 
1937 78 158 65* 58 40* 





* Eleven months 


230 


The decrease with regard to capital goods is intimately 
connected with the diminished demand for investment purposes 
during the depression years. The decreased imports of food- 
stuffs illustrates, inter alie, the increased home production, 
particularly of rice, The fall in the figures for textile goods 
is to be explained for the greater part by the course of prices. 

Very remarkable alterations have occurred in the geo- 
graphical distribution of imports and exports. The greatly 
decreased Netherlands Indian exports held their ground 
relatively much better in the European than in the Asiatic 
markets. The export development was most unfavourable 
with respect to British India and Singapore. Thjs decrease 
was principally reBated to sugar. The share of the mother 
country showed the greatest increase; that of Great Britain 
remained, on the whole, about equal. The destination of the 
goods exported was as follows :— 

PERCENTAGE OF THE TOTAL EXPORTS FROM THE MEIN INDIES 


1935 
Europe... ET IT c | Maat i5 36 43 
Asia es me is a eu Me 46 31 
America ... ze ds 30 "S A 13 14 
Australia ... T" e. M ee 2 5 
Africa L 3 


Imports developed in a contrary manner. Imports from 
European countries fell very seriously, while, as the following 
table shows, those from some Asiatic countries showed re- 
latively considerable increases. 

PERCENTAGE OF THE TOTAL IMPORTS INTO THE NETHERLANDS INDIES 


1927 1935 
Europe... a ae E xs € 50 35 
Asia is Me PS e its bck 36 53 
America ... a 2 aon oie PER 10 8 
Australia ... - scat whe ive dc 3 3 
Africa... " 1 1 


The great change shown by this table was mainly in favour 
of Japan. The cheap imports of Japanese manufactured goods 
practically ousted the imports from nearly all the other 
countries with which they entered into competition. This 
enormous relative increase in Japanese imports was gained 
chiefly at the expense of the Netherlands, Great Britain and 
the United States. The percentage of the Netherlands in the 
value of imports into the Indies fell from 20 per cent. in 1928 
to 13 per cent. in 1934, whilst that of Japan rose sn the corre- 
sponding years from 1o per cent. to 32 per cent. - 
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When in the eighteen-sixties the Netherlands adopted 
free trade, the same policy was inaugurated in the Colonies. 
This entailed the abrogation of the existing preferential rights 
in favour of the mother country, which was effected by the 
Netherlands Indian Tariff Law of 1872. Since that time the 
development of the Netherlands Indies has been governed by 
the principle of the “ open door," which has been applied not 
only to the import of goods, but also to shipping and the 
investment of foreign capital. ‘In this way tHe Netherlands 
Indies have benefited very largely by the co-operation of 
subjetts of various countries, who have, contributed their 
work and their capital to the development of its production. 

There was no positive promotion by economic measures 
of the trade between the mother country and the* colonies. 
The trade of each part of the realm developed freely along 
natural lines, At the most it can be said that when alterations 
were introduced in the Netherlands Indian import duties, 
which was done a few times for fiscal reasons—between 1886 
and 1921 the general tariff of Q per cent, was increased to 
I2 per cent.—as far as possible the export interests of the 
Netherlands were taken into consideration, by making excep- 
tions for certain relevant products. 

It is not surprising that the Netherlands Indies, as a 
centre of cosmopolitan interests and as a rich source of staple 
products for the world market, was strongly influenced by the 
post-war tendencies in world economy. Even before the 
beginning of the great depression the Netherlands Indies 
began to feel the reaction of the growing desire for self- 
sufficiency in various buyer countries and of the threatened 
disturbance of the equilibrium between supply and demand 
with regard to its export products. During the first few years 
after 1929 these causes, intensified by the depression, began 
to produce catastrophic consequences for the economic life 
of the Indies, and they brought about revolutionary changes 
in the course followed by its foreign trade. The interests 
concerned thereby were not solely of a purely economic nature ; 
the facts referred to in the previous paragraph are abundant 
illustration of this. . 

The Government, however, was, if possible, even less 
inclined to alter the traditional commercial policy of the 
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Netherlands Indies than it was to alter the commercial 
policy of the mother country. Only in 1933, i.e., two years 
later than in the Netherlands, was a change introduced in 
the colonial commercial policy. It was characterised by the 
adoption of four guiding principles :— 


I. Protection of Netherlands Indian industry and the 
Netherlands Indian market against excessive imports of foreign 
goods. 


The stream of imports of very cheap goods which over- 
flowed the country particularly in 1933 promoted on the one 
hand a reduction in the level of prices and costs, which was 
undoubtedly welcome in view of the impoverishment ôf the 
native population, but on the other hand endangered the 
further development, and even the existence, of certain young 
industrie$ and the position of the producers of some food crops, 
In view of the uncertain future of the great agrarian export 
industries, this situation could not be viewed with equanimity. 


2. Safeguarding exports by "maintaining import possibilities 
for buyers of Netherlands Indian products. 

The trend in export frade to move towards Western 
countries and the tendency of import trade to move towards 
Asiatic countries, to which attention was already drawn, 
rendered it necessary to take care that the countries whose 
importance as markets for the exports of the Indies had in- 
creased, would not have their share in the Indian imports 
cut down too much. Consequently, the Netherlands Indies, 
too, had to make a sacrifice on the altar of reciprocity. 


3. Protection of the existing Netherlands Indian distributive | 
trades against foreign competition. 


This was necessary to check the fierce competition of 
Japanese importers, who, besides flooding the Netherlands. 
Indies with their wares, endeavoured at the same time to open 
up new channels of distribution under their control, i.e., to 
have these goods transported, handled and distributed entirely 
by Japanese agencies. 


4. Economic co-operation with the mother country. 


The conditions for the adoption of a policy of mutual 
support between the Netherlands and the Netherlands Indies 
were particularly favourable when simultaneously with the 
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great decrease in the share of Dutch industry in the imports 
of the Indies, there was in the colony a great need of financial 
support by the mother country on account of serious budget 
deficits. Within the scope of such a policy the promotion of 
the importation of Dutch products was the first course that 
. suggested itself, - 


A quota arrangement offered the sole possibility of satis- 
factorily accomplishing these various objects. To a certain 
extent excessive imports could also have beea combated by 
the imposition of high import duties, but this would not 
haveeattatmed the other objects. Moreover, it would have 
stimulated a rise in the price level, which would have impaired 
the ability of the Netherlands Indies to compete in the world 
market. And finally, Holland did not wish to give up her 
established policy of an equal tariff on all goods imported into 
the Netherlands Indies, irrespective of their origin. 

The first measures for jhe restriction of imports were 
introduced by special enactments in the early part of 1933; 
they applied to rice and cement. Shortly afterwards a gener 
legal basis for further measures was laid in the so-called ** Crisis 
Import Ordinance of 1933," which empowered the Govern- 
ment to prohibit or regulate imports in various ways according 
to circumstances. 

These powers were repeatedly made use of in the following 
years, They were applied in three different ways. In the 
first place quotas were determined which served wholly or 
mainly to protect the industrial life of the Netherlands Indies, 
They included, inter alia, import restrictions with regard to 
cement, coloured woven sarongs, iron frying pans, etc. A 
second group of import restrictions consisted of those intro- 
duced in the interest of the- industries of the mother country, 
comprising, for instance, the measures in respect of beer, 
cotton goods, towels, sanitary earthenware, electric bulbs, 
wrapping paper, etc. For a few of these products separate 
import quotas were also granted to foreign countries in return 
for concessions on their part. Thirdly, there are the so-called 
import licences, the purpose of which is not to restrict or to 
influence the origin of the imports, but solely to protect the 
distributive system. Nearly all the existing restrictive measures 
provide for Such protection ; where it is the sole purpose, the 
arrangement is called “ licensing," 
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To protect the share of the Netherlands in the carrying 
trade between the Indies and foreign countries, the Nether- 
lands Indian Government was authorised, with regard to goods 
which may only be imported under a licence, to fix a proportion 
in which licence holders are bound to have these goods carried 
by vessels under the Dutch flag. A special ordinance limited 
the number of seaports open to trade under a foreign flag 
and, provided a possibility of protecting vital interests of the 
existing coastwise services within the Archipelago, 

Two enactments, issued in 1933 and 1935 respectively, 
regulate the admission of aliens into the country, and their 
employment. Every year the number of foreigners whó may 
enter the country for residential purposes during the next 
year is determined, an equal share being allotted to each 
nationality. For the employment of newly entered aliens 
a permit is required, Again, just as in the mother country, 
scope was created for prompt retaliation in case a foreign 
country should discriminate specially against Netherlands 
Indian trade. Finally, powers to regulate undesirable exports, 
either to foreign countries or from one island to another, were 
granted to the Government under the Crisis Import Ordinance 
of 1933. These powers have been used solely to regulate the 
movements of certain articles (rice, soya beans, piece goods) 
between Java and the Outer Possessions. 

In return for the measures which the Netherlands Indies 
have taken in favour of the mother country—mainly consisting 
in the allotment of import quotas and safeguarding the vested 
interests of Netherlands importers and shippers—the mother 
country, on her part, has furnished economic assistance 
principally in three ways, viz., by granting credits, by favouring 
the importation of certain Netherlands Indian products, and 
by requiring advantages for the colonies when concluding 
trade and clearing agreements with foreign countries. 

Although at present mutual assistance between the Nether- 
lands and the Netherlands Indies is promoted in various ways, 
it is agreed that this policy cannot be expected to do much to 
promote the prosperity of the various parts of the realm, 
From an economic point of view the Netherlands and the 
Netherlands Indies are by no mearis complementary. In 
contrast to the British Empire, which comprises a large part 
of the world, the Netherlands imperium is not so large that 
its various parts could successfully exchange with one another 
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a large proportion of their products. Consequently, the 
Netherlands oversea possessions have mainly to look to the 
countries near them, and this will always remain so. 

The sudden alterations which have affected the course 
of the world's trade have, as the above explanation shows, for 
the time being necessitated some deviations from the principle 
of the " open door." These, however, are not of a funda- 
mental nature. On the contrary, it can be maintained that 
" the object of these corrections is to ensure that' thé vital 
characteristic of this policy may be preserved—-viz., the ' equal 
opportunity for all. One group of visitors enjoying hospitality 
in the cotmtry should not be allowed to crowd out other visitors 
—or for that matter the host himself, "Therefore, the door 
has not been closed, but a turnpike has been put at the 
entrance," * . 


' CONCLUSION 


The Kingdom of the Nétherlands, comprising in addition 
to the mother country the Netherlands Indies, Surinam and 
Curacao—of which the two las&named colonies are of minor 
importance—ranks third among the principal empires of the 
world. — 

IMPERIAL TRADE AS A PERCENTAGE OF WORLD TRADE 


1929 1936 
British Empire ..... ..... 2 21:9 31:0 
French Empire ... gan ime 8:0 8-1 
Netherlands Empire — ... T “7 4:5 
40-6 3:6 


Although the foreign trade of each separate part of the 
Netherlands Empire is naturally extremely sensitive to structural 
changes and cyclical fluctuations in trade, it has held its own 
quite well during the great depression, notwithstanding the 
fact that the inter-imperial trade could offer hardly any com- 
pensation for loss of trade elsewhere. With regard to its 
commercial policy the Government of the Netherlands have 
been obliged, in addition to some purely defensive measures, 
to make certain concessions to the growth of reciprocity. 
The principal means which it has applied are the quota and 





* “The Netherlands Indies during the Depression," by Professor Dr. A, Neytzell 
de Wilde and J. Th. Moll, 1936, Meulenhoff, Amsterdam. 
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the clearing system. As far as possible they have kept the 
tariff policy outside the sphere of their intervention in economic 
affairs. With regard to tariffs, the most-favoured-nation treat- 
ment has been strictly maintained. In the colonial policy of 
the “open door” certain corrections have been applied in 
order to safeguard the economic and political equilibrium in 
the Netherlands Indies. 

As far as can be seen, it will be impossible for the present 
to dispense with a certain amount of regulation of international 
trade, The shocks, both monetary and political, to which the 
economic life of the world is exposed, the rapid changes in 
international trade and the rise of economic nationaltsm, which 
in certain countries knows no bounds, form no suitable back- 
ground for the resumption of free and unrestricted commerce 
between the nations. Even if these causes were removed, the 
question would remain whether the social forces that actually 
govern the international division of labour are still sufficiently 
reliable, and whether the responsiveness of the national 
economic systems to changes from within or without is still 
sufficiently great to permit of a return to a policy of non- 
regulation of foreign trade. {ff this question is to be answered 
negatively—as I certainly think it should—the greatest caution 
will have to be exercised in liquidating the legislative and 
administrative machinery for the application of the commercial 
policy which has been developed in the Netherlands during 
recent years. 


P, LIEFTINCK, 
Rotterdam, April 23rd, 1938. 
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Notes of the Month 


The Budget.— his year’s Budget was inevitably over- 
shadowed by rearmament expenditure, both actual and pro- 
spective. So far as the current estimates of revenue and 
expenditure were concerned, the Chancellor of the Exchequer 
found himself faced with a prospective deficit of exactly £30: 0 
millions, exclustve of those portions of the Defence estimates, 
amounting to £90°0 millions, which he announced would 
be covered by borrowing. Sir John Simon, however; had to 
remind the House of the decision of the Government to 
accelerate rearmament and to increase the production of 
munitions, This meant that supplementary estimates for 
Defence would have to be presented later in the year, and 
their cost would be met by further borrowing over and above 
the £90 o millions announced in the Chancellor’s Budget 
speech. | 
The actual results for 1937-38, and the estimates forming 
voe basis of the 1938-39 Budget, are set out in the following 
table ;— 


1937-38 1938-39 
*  ActualResults Estimates 
£ millions 
Ordinary Revenue di "s 2:6 914-4 
Ordinary Expenditure (including new 














Sinking Fund) ... 843.8 944-4 
Surplus (+) or Deficit( —) ... -+ 28-8 — 30-0 
Defence Expenditure covered b 
borrowing ... "M "T 64-9 90- 0* 








* Plus any sum required to cover supplementary. estimates for Defence 
expenditure presented during the year. 


-— 


The immediate decision to be taken was whether the 
prospective deficit of £30 millions was to be covered by fresh 
taxation or by new borrowing. The problem was clearly not 
an easy one to solve. The Chancellor had to weigh the likely 
effect of higher taxation upon the general state of trade and 
buoyancy of the revenue against the obvious objection to 
new borrowing. In the course of preparing his estimates he 
found it necessary to raise the annual fixed debt charge from 
£224 to £230 millions, and as further defence loans are issued, 
the total cost«of the National Debt must increase. Itis possible, 
however, that the final factor influencing his decision was the 
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vital fact that the Budget, as presented, was incomplete. The 
Chancellor could warn the House that supplementary Defence 
estimates would be presented during the year, the cost of 
which would be met out of fresh borrowing. He was unable 
to give the House any idea of their magnitude, and so the total 
amount of Defence borrowing during the present financial 
year is equally indefinite. This may be one reason for the 
Chancellor's decision to resort to fresh taxation to cover his 
prospective deficit of £30 millions, arising solely from the 
current estimates, though doubtless other cogent reasons 
were present in his mind. To mention only one, he had to 
look beyond the current year to the time when Defence ex- 
penditure reached sits peak, and also to the future enhanced 
cost of the annual maintenance of the country's war material. 
This precluded him from exhausting his borrowing powers 
prematurely. 

The Chancellor, therefore, announced that the standard 
rate of income tax would be raised frorn 5s. to 5s. 6d. in the 
pound, with certain concessions¢with respect to small incomes 
and the allowance for the wear and tear of industrial plant 
and machinery. This would yield him £22:2 millions in 
1938-39, and (26:5 millions in a full year. The duty on petrol 
would be raised from 8d. to od. a gallon, with an excise 
duty of gd. a gallon on power alcohol. These changes would 
yield £5:3 millions this year. The tea duty would be raised 
by ad. per Ib. to yield {2-7 millions this year, and £3-2 
millions in a full year. These. tax increases enabled the 
Chancellor to cover his deficit of £30 millions, leaving total 
estimated revenue at £944'7 millions, against estimated 
ordinary expenditure of £944°4 millions. 

The Money Market.—lhe opening of the new financial 
year means that Treasury bill issues are once more running 
in excess of maturities, and during April the total issue of 
Treasury bills by tender rose from £512 to £545 millions. 
Nevertheless, money has remained easy, with the clearing 
banks still ready to buy all the bills which the market were 
able to offer to them. On the other hand money may be a 
shade less easy during May, for the market obtained very 
meagre allotments of Treasury bills during February, and so 
is likely to be short of maturities. Thus, if the market has 
heavy payments to make for new Treasury bills,.it may also 
be a little short of cash. 
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This year the Easter expansion in the note circulation 
amounted to about £17 millions. This was considerably in 
excess of last year's expansion of only £10:0 millions, but is 
nearly the same as the Easter, 1936, increase of £17:7 millions. 
Last year spending by the public was affected by the fact 
that Easter fell very early, and so the 1936 growth 1n the note 
circulation affords a better comparison. When allowance is 
made for the rise in prices and railway fares since two years 
ago and also for this year’s fine weather, it looks as if-this 
yeat's Easter activity was certainly not greater than that of 
two years ago. . | 

Another significant fact was that during the week including 
Easter itself, the note circulation contracted by £1-7 millions. 
Usually whenever Easter falls in April there is a slight increase 
during this week, for the holiday currency does not return 
to the Bank of England until three or four days have elapsed 
since Easter. Thus this year's movement, though small, is 
abnormal. Taken in conjunction with the simultaneous rally 
in the franc it suggests that there has been a certain amount of 
French. dishoarding of British currency. 

The Foreign Exchanges Markets were influenced during 
April by the. better political atmosphere following the Anglo- 
Italian Agreement, and more particularly by President Roose- 
velt’s announcement of his new programme and by the 
tentative recovery in France stimulated by M. Daladier’s 
assumption of office. The New York rate was inclined to 
weaken, with. sterling rising temporarily at Easter to $5.01, 
though it has since returned to $4.983. This movement was 
due both to sales of dollars against francs and to a tendency for 
funds to be withdrawn from New York on the ground that 
President Roosevelt’s new programme was inflationary in 
character. The Paris rate, though erratic, strengthened from 
over Frs.160 early in April to Frs,158 in the middle of the 
month. This rally was chiefly due to a general covering 
of short positions, but it enabled the French authorities to 
add to their gold reserves, perhaps by as much as £10 or 
£15 millions. Unfortunately a subsequent reaction caused the 
whole of these gains to be lost once more. Indeed at one time 
.a rumour that a fresh devaluation of the franc was intended 
sent the rate back to Frs.167, and although M. Daladier’s 
new programme dispelled any such fears, the rate settled 
at Frs.163 at the end of the month, with the tendency 
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still rather weak.  Guilders were inclined to strengthen as 
the result of transfers of funds from New York to Amsterdam, 
but Swiss francs became weak owing to sales of Swiss francs 
against French francs. Belgas have moved in sympathy with 
the dollar, with the Brussels-INNew York cross-rate well within 
the gold points. April witnessed an improvement in the rate 
for “ free " Argentine pesos, the total recovery since March 
being from 20 to 19 pesos to the pound. This rally was 
inspired.in its final stages by rumours of an impending Dutch- 
Swiss loan of Fl.20 millions to Argentina. It is doubtful if 
the free rate will improve much more, as otherwise the recent 
reduction in the Argentine exchange surcharge would become 
effective, thereby ehcouraging fresh imports into Argentina at 
a time when her exports have been affected by the drought 
and also by the general world recession. Finally April 
witnessed a slight drop in the rupee from rs. 64d. to 1s. 53d. 
This is the first change in the rate for several years, and is due 
to the recent shrinkage which India, in common with other 
primary producing countries, ha$ suffered in her export trade. 
It had previously been noticeable that the Indian Reserve 
Bank's “ balances abroad ” kad been diminishing in size, and 
so this weakness of the rupee is not surprising. 

The Stock Exchange.—April has been a month of moderate 
but hesitant recovery, following the March depression caused 
by the German absorption of Austria. In the gilt-edged 
market, 24 per cent. Consols fell from 742 at the New Year to 
a low point of 712 on March 16th, and have since recovered 
to 74%. Similarly War Loan fell from torg at the New Year 
to 994 on March 16th, and then rose to 103 on April 22nd, 
immediately before it went “ ex dividend." Movements in 
the home rails and industrial markets were naturally more 
pronounced, Measuring again from the New Year, the 
decline in home rails up to March 16th was 13:3 per cent., 
and the subsequent recovery 5:4 per cent. Industrials fell 
by 16:9 per cent. up to March 16th, and have since risen by 
I2:2 per cent. Market experience during April makes it 
clear that the March collapse was only justified by political 
fears which have since proved to have been greatly exaggerated. 
On the other hand, while the Budget caused little reaction, 
there was no real recovery during April, partly because the 
middle of the month included a three weeks’ account and partly 
becausé investors were holding back pending the opening of 
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-the Budget. The market was also taking a cautious view of 
American prospects, and was trying to weigh the likely effects 
of President Roosevelt’s new programme against the continued 
absence of any improvement in the relations between Washing- 
ton and American business interests. 

In the more specialised section of the Stock Exchange, 
oil shares improved during the month, in spite of the Mexican 
expropriation of foreign oil interests. Rubber shares _ also 
rallied sharply early in the month. Gold-mining shares have 
improved consistently, but base-metals were stagnant after an 
initial rally. 

Overseas Trade.— The March returns recorded an increase 
in both imports and British exports, but reference to the 
returns of previous years suggests that this was largely seasonal 
movement : | 

Feb., 1937 Mar., 197 Feb. 1938 Mar., 1938 





Imports ... T 71:2 82-9 15: 84-9 
British Exports |... 38-6 43-5 37-5 42.1 
Reexprtss -° 69 * 697 55 5.5 
Total Exports... 45-5 50-2 43-0 47-6 
Import Surplus ... 26-2 32-7 32.7 37-3 


March raw material imports were £24:0 millions against 
Í25:0 millions in March, 1937. The prices of most primary 
products, however, have fallen during the past year, and so 
this shrinkage in the value of raw material imports does not 
denote any general contraction in their volume. An examina- 
tion of the returns shows that while there has been a decrease 
since last year in the volume of imports of textile raw materials, 
imports of iron ore, petroleum, wood pulp, rubber and metals 
are greater in volume. There has also been an increase in 
imports of iron and steel manufactures and machinery. Exports 
of British manufactured goods decreased in value from £34:2 
to £33: 5 millions, and there was also a decrease in their volume. 
Exports of textile goods were generally smaller in volume, and 
so, too, were exports of iron and steel manufactures and loco- 
motives. Leather boots and shoes, machinery and motor 
vehicles registered an improvement. Coal shipments were 
slightly lower than a year ago. 
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The returns for the first quarter of the past two years are 
summartsed below :— 








Increase (+) 
Of 
Decrease (—) 







Description 





Total Imports 

Retaingd Imports 

Raw Material Imports 
Manufactured Goods Imports 
Total Exports, British Goods 
Coal Exports ... sis aa 
Iron and Steel Exports ,... 
Cotton Exports bdi at €: 
British Manufactured Goods Exports 
Re-exports see T m 
Total Exports iss 

Visible Trade Balanc 
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Imports continue to run ahead of last year, the main 
increases being in food, iron ore and scrap, iron and steel, 
and oils, fats and resins. Exports are somewhat disappointing, 
particularly as regards textiles, but judged by value, shipments 
of coal, iron and steel, machinery and vehicles were better 
than in the first quarter of 1937. The adverse trade balance 
continues to grow, Generally the returns give evidence of the 
— recession in trade, combined with rearmament activity 
at home, 


Commodity Prices—While wholesale prices in England 
and the United States displayed during April a fair degree of 
stability there was no sign of any real recovery. The announce- 
ment of President Roosevelt’s new programme, with its 
tendency towards freer Government spending and further 
credit expansion, was followed by a temporary rally, but this 
gave place to a fresh reaction the following week. Thus 
commodities have not followed securities in their recovery 
from the disturbances of the middle of March. On the other 
hand, if President Roosevelt's new programme really succeeds 
in bringing about a revival in American business, world 
commodity prices will ultimately rise. It is far too early for 
such a movement to begin, even if it is going to happen some 
time in the future as the result of Washington’s reorientation 
of economic policy. British wholesale prices were unchanged 
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during April as a whole at 122:9 (September 1931 — 100), and 
American wholesale prices fell from 117-7 to 116-9. e 
French index number rose from 139-4 to 140-1, but this latter 
' figure is not much higher than that of 137: 4, current at the New 
Year, before the latest depreciation of the franc. In general there 
is no sign of any recovery in world prices, which are now 
roughly ro per cent. lower than they were a year ago. 

The official British cost-of-living index number fell 
during March from 56 to 54 per cent. above its-pre-war level. 
This decline is purely seasonal, and the figure is still three 
points higher than it was on April rst, 1937. The official 
retafl food price index fell during March, from 40 to 37 per 
cent. above its pre-war level, this movement again being 
seasonal. It is still two points higher than it was on April 1st 
last year. During the past two years the cost of living has 
risen by 6-9 per cent. and retail food prices by 8-7 per cent. 
The greater part of these increases occurred during the earlier 
of these two years, for durjng the past year the downward 
trend of wholesale prices has largely checked the upward 
tendency of the cost of living. There is, however, as yet little 
sign of any fall in retail food prices or the cost of living, even 
though wholesale prices have now been falling for the best 
part of a year, 
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The Industrial Situation — 


March and April have given evidence of a further though 
moderate recession in business. The Economist’s March index 
number of business activity recorded a decline since February 
of ii points, and the total drop during the preceding twelve 
months is from rrr to 1083. Such later indications as 
are available suggest that April may record a further decrease. 
The business situation during April was affected by the Easter 
holidays, but it 1s ominous that in the textile trades many 
firms closed over Easter for an extended period. - It ise still 
true to say that, so far as England is concerned, activity in 
the rearmament industries is contending against the influence 
of the general world recession, and that, as might be expected, 
the latter is proving the stronger. The Budget, after its 
first shock, does not seem likely to have any serious effect 
upon trade. | i 

Reviewing the latest data, the April unemployment 
returns, which owing to Eastes, were compiled for an unusually 
early date in the month, show an insignificant improvement 
in employment over March. This is tantamount toa deteriora- 
tion, for there is normally a seasonal improvement in April. 
The export coal trade remains dull. Demand for iron and 
steel is less than that of last year, and the March increase in 
production over February was less than that of 1937. Still, 
at the end of April certain sections of the industry were reporting 
a slightly better tone. Engineering remains good, but the 
shipyards are in need of more orders for commercial tonnage, 
The textile industries remain disappointing, conditions in 
Lancashire and Yorkshire being very bad. There is the 
usual spring improvement in the clothing trades, but the 
hosiery and boot and shoe industries present a less reassuring 
appearance. 

" Among more general indications, wholesale prices dis- 
played greater stability during April, but with no sign of 
recovery. Railway goods and coal traffic receipts are not 
quite up to last year’s level. There has been the usual seasonal 
contraction in raw material imports since the closing months 
of last year, but the March returns compare favourably with 
those of March, 1937, when allowance is made for the inter- 
vening fall in prices, Exports of British manufactured 
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products are not so good as a year ago. The shipping freight 
market remains dull. The market in industrial chemicals is 
quiet. 

There are one or two signs of some decrease in home 
consumption. The March retail trade returns were in value 
3:7 per cent. below those of 1937. A year ago the Easter 
shopping was concentrated in March, and this of course 
exaggerates this year’s decline. On the other hand, retail 
prices are higher than a year ago, and so the latest returns may 
indicate a falling-off in volume. Easter currency withdrawals 
were no greater than in 1936, the most recent year when Easter 
alsoe fell in April. In view of the rise in prices and fares 
since two years ago, the volume of spending this year may 
have been not quite up to the 1936 level. 

Abroad, trade in the United States has so fas failed to 
respond to Président Roosevelt's new inflationary programme, 
but it is still far too premature to expect the President's 
announcement to have had any effect upon business. It is 
equally premature to determine if M. Daladier's assumption 
of office will be followed by regovery in France. Business in 
Belgium is a little better than a month ago, and conditions 
in Holland show little change. Germany remains active, and 
trade in Sweden is no worse. Denmark strengthened her 
financial position during the past year. Inthe Empire, Australia 
has not.yet been affected seriously by the world recession, 
except for the fall in the price of wool, but Canada reports 
a moderate set-back since the New Year. In India the recent 
weakness of the rupee is the inevitable consequence of the 
world recession, which has affected Indian exports in common 
with those of other primary producing countries. In South 
America Argentina 1s feeling the effects of the partial failure of 
this year's maize crop, but her financial position remains strong. 

While as yet there 1s no evidence of recovery either at 
liome or abroad, in certain respects the outlook may be 
changing. The Anglo-Italian Agreement and the conversa- 
tions of France with England and Italy hold out hopes of an 
easier international political situation. President Roosevelt’s 
new move away from deflation and towards inflation may be 
the prelude to fresh recovery in the United States, though at 
the best this will take time to develop, even if its basis can 
be described as sound. France may be on the threshold of 
recovery, similar to that brought about by M. Poincaré over 
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ten years ago. All these are as yet no more than possibilities, 
and many doubts still remain. Still, the long-term outlook 
may be a little better to-day than it appeared to be only some 
seven or eight weeks ago. 


Agriculture 


England and Wales.—According to an official report, 
conditions were very favourable in March for spring cultivation, 
and good progress was made with all farm work. Spring 
sowing is well advanced, and germination was then satisfactory. 
Autumn-sown crops were in good condition, but, rain, was 
needed even a month ago. Conditions for lambing have been 
very satisfactory, and the fall of lambs has been good. Ewes 
were in good condition. Prospects for hill lambing were good. 
Pastures began to grow during March, but were already in 
need of rain. All classes of stock did well up to early April, 
and milk yields were about normal for the season. Supplies of 
fodder should be sufficient for réquirements. 


Scotland.—The remarkably dry weather during April 
enabled sowing and planting to be completed under extremely 
favourable conditions, but the ground is very dry and moisture 
with a spell of mild weather is needed to advance growth. 
Notwithstanding this, crops are looking well in practically 
every district, and work generally is well forward. In the 
produce markets wheat has been in small supply and firmer, 
but barley and oats have been dull. Potatoes have met a rather 
better enquiry, and prices have been steady. In the livestock 
markets best quality bullocks were firm but heavy, and 
secondary animals tended easier. Supplies of sheep were up 
to average with rates rather in favour of buyers. 


Coal 


Hull.—The general position is unchanged and quiet, 
with very little new business passing. Schedule prices are 
undoubtedly fixed on too high a basis, and even though 
collieries are willing to make concessions of rs. 6d. to 2s. per ton 
against definite enquiries for most countries, this has not so far 
led to any revival in enquiry. Even lower prices would seem 
to be necessary if new business is to be transacted in any 
volume. Quite a large number of collieries are having to 
resort to short-time working. 
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 Newcastle-upon-Tyne.—lhere is more enquiry both for 
prompt and forward delivery. Business, however, is only 
moving slowly, as buyers are holding off in anticipation of 
lower prices. The coke market remains quiet, and stocks in 
sellers' hands are increasing to abnormal proportions. 


Sheffield.—Inland demand is rather quieter, as industrial 
needs have fallen off slightly. Export trade is dull, and 
enquiry for forward account is disappointing. Small coal for 
coke and electricity works is in good demand. . The mild 
weather continues to hamper business in household fuels, and 
stocks are accumulating. 

Cardiff—The South Wales coal market is very quiet. 
The volume of enquiry circulating shows no improvement, 
and only a small amount of business is being transacted. The 
general undertone is consequently easy, but prices remain 
practically unchanged. Best large coals are steady, but inferior 
types, all classes of smalls, duffs and sized coals, and coke 
are freely offered and dull. 4 


Newport.—Foreign coal shigments during March amounted 
to 195,000 tons, compared with 187,000 tons in February, 
and 182,000 tons in March, 1937. Dock shipments, foreign 
and coastwise, totalled 288,000 tons, against 294,000 tons in 
February, and 254,000 tons a year ago. 


Swansea.— Ihe anthracite market continues to move very 
slowly. Best qualities ate receiving very little attention, with 
the exception of small sizes, which are firm. This is mainly 
due to the North French market being practically at a standstill, 
so that best qualities which are usually taken there are plentiful 
and disclose a very unsettled tendency. The opening of the 
Canadian season has strengthened the position of the third 
and inferior anthracites, which are now very well placed, and 
prices are steadily held. The steam coal market shows no 
improvement. 

Scotland.—The market is very dull. Home demand is 
slack owing to seasonal 1nfluences, while prompt business with 
Continental countries is scarce, as importers had difficulty in 
disposing of their stocks during the winter months. Foreign 
enquiries for coal for forward delivery, however, are moderately 
satisfactory,in volume, but as is shown by the difficulty in 
fixing contracts, these are circulated merely for the purpose 
of testing prices. Meanwhile the export market is idle, and 
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prompt orders ate very scarce, especially in the East Country 
areas. Large coals and washed nuts are offering freely in 
Fifeshire and the Lothians. In the West of Scotland all sizes 
of nuts are in good demand for inland consumption. Large 
coals are plentiful in Lanarkshire and Ayrshire where steam 
qualities are particularly dull. 


Iron and Steel 


Birmingham,—The tone of the market is slightly better. 
Some corisumers are buying ahead, and deliveries against 
contracts have also improved slightly. This is encouraging 
in view of the hea¥y imports of continental material pushed 
through in March to escape the higher duties which came: 
into force,on April 1st. Pig-iron prices come up for revision 
on June 3oth, and consumers show no anxiety to buy. 
Steel bar and strip prices fixed to December 31st, 1938, are 
to be increased by 15s. per ton, which will be returned to 
those consumers who join a Loyalty Rebate Scheme, which is 
being inaugurated forthwith. The rebate scheme has been 
applied to the heavy side of tfe iron and steel trade for some 
years, and its application to the numerous small buyers will be 
watched with interest, Ihe heavy sections and plate mills 
continue busy, but business in bars and strip is slack. 


Newport.—Iron and steel imports increased considerably 
during March to 32,400 tons, compared with 20,400 tons in 
February, and 15,800 tons in March, 1937. Exports amounted 
to 15,800 tons, against 9,000 tons in February and 16,400 tons 
a year ago. 

Sheffield —Production in the basic steel section is heavy, 
and furnaces are still working to capacity. Conditions in the 
acid carbon and alloy steels are rather quieter, mainly because 
firms over-bought during the difficult times of last year. Motor 
industry requirements show a slight decline. Work in heavy 
forgings and castings is brisk, with an accumulation of orders 
on hand. Supplies of basic steel scrap appear to be in excess 
of current requirements, and business is dull. 


Tees-side.—Nearly all sections are much quieter. Manu- 
facturers of heavy steel plates, joists and sections have good 
order books, but light steel products are much Jess active, 
and rollers would welcome new business. Current production 
of pig-iron is in excess of market needs, and most consumers 


249 


have accumulated reserves of iron, while makers have also 
had to put a good deal of their production into stock. Seasonal 
expansion of business has not yet developed, but it is probable 
that as foreign imports of iron have now ceased, stocks will 
decline and more active conditions return, 


Wolverhampton.—Firms working under the rearmament 
programme continue to be fully employed. 


Swansea.—The tinplate market was decidedly quiet during 
March. Demand was weaker, especially for export, ahd orders 
received were less than the curtailed production. The lack of 
demand and the rapid reduction in the number of unmilled 
ordérs on ‘makers’ books only allowed the,industry to operate 
at approximately 46:23 per cent. of capacity. 


Glasgow.—Enquiry is better, and although there is consider- 
able room for improvement in export trade, business tends to 
improve in volume. The most active branch at present is 
steel making, Producers have a good many orders on hand, 
especially for plates, which age in very strong demand. There 
has been a welcome revival in the demand for sheets for the 
motor car industry. Home Wemand for tubes has also 
improved, Export business, however, is still quiet. Bar iron 

` makers and steel re-rollers are in need of orders. In the 

pig-iron industry there are sixteen furnaces in blast, and 
though some makers ‘have accumulated stocks, outputs are 
on the whole being well absorbed. 


Engineering 


Birmingham.—The cycle and motor cycle trades report 
better business, Sales have been helped by good weather 
and a late Easter. There has also been some improvement in 
the motor industry, but demand is still sluggish. The heavy 
industries report a decline in production and the tube trade ts 
quiet, Manufacturers of drop forgings are still fairly well 
employed. The building trade continues active. 


Bristol.—The easing of the European situation has restored 
confidence 1n the general engineering trade, and orders which 
have been pending have now been placed. The building trade 
has improved, and there has been a good demand for painters. 
Firms engaged in the aircraft section have been extremely busy, 
and they are in urgent need of skilled men. 
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Coventry.—Production of motor cycles this year seems 
likely to exceed last year’s figures, and factories are busy. The 
pedal cycle industry is also active and there has been some 
improvement. Export trade is very satisfactory. Demand for 
. motor cars shows a slight improvement. Drop forging manu- 
facturers remain busy. Machine tool makers are fully employed 
and have ample work on hand. 


_ . Leeds,— The recent improvement in the engineering trades 
is wéll maintained. 


_ Leicester.—Home trade is still very good, and overtime is 
being worked in some sections. 


e. ¢ 

Manchester.—The machine tool trade continues to work 
to capacity and orders booked during March were particularly 
good. In other sections, however, there has been a decline 
in demand as regards general trade. Orders received are 
directly or indirectly related to the Government rearmament 
programme. This lull in business is thought to be only 
temporary, and the flow of new orders should be resumed 
before long. 


Sheffield.—Conditions in “he general engineering trades 
are good, The recent slight falling-off in new business 
continues, but in many cases this is welcomed as it is enabling 
manufacturers to catch up with.arrears of deliveries. Most 
factories are well employed and have good orders on hand. 
The seasonal trade in agricultural and garden tools is well up 
to average. Engineers’ small tools and precision tools are in 
brisk demand. Export trade shows a small decline compared 
with a year ago. 

Wolverhampton.—Engineers generally are busy. The 
electrical section is still very active. There is a good demand 
for passenger and commercial vehicles, but suppliers of parts 
and accessories for motor cars find business rather quiet. 
Orders in the electrical battery trade are also appreciably less 
than at this time last year. 


Glasgow.—There is still a dearth of new orders for 
mercantile ships. Builders on the Clyde who cater for this 
class of work have a good many contracts on hand, however, 
which they booked some time ago, and their yards are well 
employed. At the moment about eighty mercantile vessels are 
on order, representing a tonnage of 435,000 tons gross. The 
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Clyde has now fifty Admiralty vessels of various types on 
order, and regular work is assured for some time ahead. The 
machinery, turbines and boilers required for a number of other 
ships which are being built elsewhere are being supplied -by 


firms in the West of Scotland, and prospects for marine 
engineers are fairly good. 


Metal and Hardware Trades 


Birmingham.—Business shows little change. The cold 
rolled brass and copper section remains quieter. There has 
been some improvement in the tube trade. Exports are 
diffitult, amd trade is still influenced by American conditions. 
There is slightly more enquiry for raw material, but buyers 
are still working from hand to mouth. No general improvement 
is expected, although the political outlook is more satisfactory. 


Sheffield.—Yhe cutlery trade has improved slightly, but 
there is still much leeway to be made up, and conditions are 
generally quiet. The pen qnd pocket knives, scissors and 
safety razor blade sections are, among the most active. It is 
anticipated that the “ holiday’ with pay” movement will 
benefit the shipping companies, hotels, boarding houses and 
restaurants, and this in turn should stimulate the demand for 
cutlery and flatware. Business in sterling silver and E.P.N.S, 
ware 1s fairly satisfactory. 


Wolverhampton.—The sheet metal trades are active, and 
there has been some increase in the demand for hollow-ware. 
Hardware is in fair demand. A better tone prevails in the 
lock industry, and the edge tool trade is good. 


Chemicals 

The market has been rather quiet, and the unsettled 
international situation affected certain sections. New enquiries 
for industrial chemicals have been limited, although contract 
deliveries are on quite a good scale. A very fair demand has 
been reported for fertilisers, and interest in most wood dis- 
tillation products has been maintained. Business in dyestuffs 
has been small. Pharmaceutical chemicals have been quiet, 
though interest in citric and tartaric acids has been fair. With 
the exception of a good seasonal demand for refined coal tar 
there has been little trade in coal tar products. 


"d 


252 ' 


Cotton 


Liverpool.— The past month has been uneventful in the 
cotton market, and American futures on April roth at 4:84d. 
per Ib. showed little change from the corresponding quotation 
for the previous month. Trade reports are universally poor, 
but despite the continued falling off in mill consumption 
prices for raw cotton have been maintained, Large quantities 
are still being pledged in the 9 cent Loan, and an additional 
explanation of the failure of the “ bearish " situation to have 
a material effect on prices is the relatively small offering of 
cotton for sale. The consumption of American staple for 
the season is estimated at 11,000,000 bales, and the supply 
at 17,500,000 bales. Of the latter a proportion is untenderable. 
Good quality “ outside” growths—the Brazilian crop in 
particular*is calculated at 1,000,000 bales—will, however, 
counterbalance any deficiency in the quality of the American 
product. Planting in the United States has been somewhat 
retarded by unfavourable weather conditions. 

Manchester —The markets for cloth and yarn have been 
extremely dull during the past#month, and there is very little 
business passing. A large amount of machinery has been 
stopped in consequence. There is no improvement in sight, 
and the outlook is gloomy. Such small business as there is 
consists for the most part of small lots for the home and foreign 
market, but no section merits any special mention, 


Wool 

Hawick.—Dull conditions continue in the Border tweed 
trade, but it is hoped that the recent improvement in the 
international outlook may induce more confidence in the 
home market. The hosiery trade is at rather a low ebb, 
notwithstanding weather conditions favourable to the purchase 
a while both spinners and dyers are in need of 
orders. 


Other Textiles 


Dundee.—' Trade has been extremely quiet and tunsatis- 
factory, The placing of further orders for sandbags has made 
little impression on the market. Spinners and manufacturers 
show no disposition to lower their prices to induce buying, 
and in many cases production has been reduced. 
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Dunfermline,—The Fifeshire linen trade continues dull, 
and the demand for manufactured goods is mostly confined to 
small lots. Prices of flax and tow are steady, and fibre is 
being offered sparingly, but the raw material end is nevertheless 
quiet. Wet spun yarns are in fair demand, but there is no 
improvement in the case of dry spun flax and tow descriptions. 


Clothing, Leather and Boots 


Bristol—The boot and shoe trade shows no change. 
There has been a seasonal decrease in unemployment in the 
clothing trade. The demand for certain types of skilled workers 
continues. | 


Leeds.— This is the busiest time of the year in the clothing 
trades, and factories are well employed. : 


Leicester—The outlook in the boot and shoe trade is 
considered to be brighter, although orders are not coming 
in as well as was expected. ¿Trade in most branches of the 
hosiery trade is bad, but therb pas been a little improvement 
in the better class outet-wear section. 


Northampton.— he prolonged period of fine weather is 
thought to be the main cause of the falling-off 1n retail business 
in boots and shoes. Manufacturers report a better volume 
of orders for immediate delivery, but forward business 1s still 
below average. Leather firms anticipate an improved home 
: demand after Easter. Export trade is fair, and the outlook 
is a little brighter. 


Shipping 

Bristol.—A record quantity of imports and exports passed 
in and out of the Port during the financial year ended 
March 31st. Foreign imports of a number of commodities 
were higher than in any previous year. The trend of trade 
has been generally satisfactory, and stocks in the Authority's 
warehouses are normal. 


.  ZHull.—Enquiry for tonnage is very limited, and the 
immediate outlook is not encouraging. Extremely low rates 
rule for practically all directions. 

Liverpool.—A steady undertone has prevailed in the freight 
market. Rates have been maintained at firm levels. 





Newcastle-upon-Tyne.—Tonnage has been withdrawn by 
“ laying up " both here and abroad, but the market remains 
^ lifeless. The fall in rates, however, seems to have been arrested, 


Southampton.—Seasonal shipments of Australian and New 
Zealand fruit are now arriving at the docks in considerable 
quantities, one consignment dealt with in April totalling 
51,500 boxes of apples and pears. Increasing recognition of 
Southampton's importance as a distributing centre for such 
produce to the South of England has led to a consistent increase 
in the amount of this traffic dealt with during the past few 
years. Another seasonal traffic now beginning to assume big 
proportions is tomatoes from the Channel Islands, the early 
shipments being of the Guernsey hot-house variety. In the 
course of a year Southampton deals with more than 5,000,000 
packages’ of tomatoes from Guernsey and Jersey, in addition 
to substantial imports from the Canary Islands, etc. Splendid 
rail facilities for the speedy distribution of this produce to 
all parts of the country have greatly fostered the trade, and 
last year the Port ranked secos amongst British ports for the 
importation of tomatoes, Tifis month the east-bound move- 
ment of passengers on the North Atlantic routes becomes 
much more pronounced with the bringing into operation of 
augmented sailing schedules by many of the important shipping 
companies engaged in this traffic. On May roth another 
large liner will take her place in this trade, when the Holland- 
America Line’s new Nieuw Amsterdam, 33,000 tons gross, 
calls at the Port en route to New York from Rotterdam. 


. Cardiff-—The freight market is quiet and shows little 
improvement. 


Newport.—Freights have again fallen to a very low level. 
The supply of tonnage remains in excess of the demand, and 
the proportion of foreign tonnage has tended to increase still 
further. In the absence of co-operation among the shipping 
interests of the chief countries, freight rates are likely to fall 
to levels which will make Government intervention once more 
inevitable. 


Swansea.—Business has again been extremely quiet for 
all directions. The coasting market has been particularly 
slack, as France has been buying very restrictedly. Owners 
have dropped the minimum rate schedule, so that the smaller 
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coasters may compete with the larger sized steamers, For 
the Bay and Mediterranean business is extremely quiet. 
Shipments to Canada have started again, but charterers' 
requirements for this direction are mostly filled for the season. 


East of Scotland.—There were only about a dozen vessels 
on loading turn at the Forth Coaling Ports on April 2oth. 
Leith dock returns for March showed a marked decrease 
both as regards coal shipments and grain imports, but other 
lines mostly showed small increases. The, freight market 
continues quiet, with tonnage plentiful. . 


*Glasgow.—Tonnage is still in very restricted demand for 
coal-carrying purposes. A few enquiries are circulating in 
the Baltic section in which shippers are mainly interested in 
Danish and Finnish ports. Rates, however, are stil! very low, 
and show practically no indication of any tendency to recover. 
The Mediterranean is extremely quiet, while the Bay, the near 
Continent and South and North American sections are bare 
of orders, 


Foodstuffs 


Liverpool, grain.—Sotne recession in wheat prices was 
in evidence during the first few days of April, but a recovery 
to 6s, rod. left prices practically unaltered on the month. The 
United Kingdom demand for Australian and United States 
hard winter wheat developed suddenly, but stocks afloat and 
in store on April rst were still some 25 per cent. below the 
six years average. An improved Continental demand is 
expected following reports from Holland and Belgium that 
millers’ stocks are low, The United States winter wheat crop 
. is, in the Bureau report of April rst, estimated at 725,700,000 
bushels, and although no reference is made to condition, damage 
by frost is reported. The actual production for 1937 was 
685,000,000 bushels, Seeding preparations in Canada, where 
weather condition are favourable, are proceeding; seed 
scarcity, however, suggests a moderately smaller acreage. 
Drought conditions still persist in Mediterranean countries, 
but good rains have fallen in the eastern agricultural regions 
of Australia. Maize prices closed at 5d. up on the month 
at 7s. per cental, The market has presented a firm tone 
throughout the period, and selling pressure has been absent. 
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Liverpool, provisions.—A quiet but steady market in 
Continental bacon has ruled, with prices dear for the time 
of the year, and there is a firm market in American hams, 
Lower prices have brought an improved demand for lard, while 
Empire and Continental butter prices are better. There has 
been a good demand for cheese, Canned meats are firm, 
with prices unchanged, while canned fruits have experienced 
a generally quiet market at steady prices. 

Fishing . 

Brixham.—Landings of all classes of fish have been, well 
up to average, Prices have been higher on good 'seasonable 
demand. Ihe high ruling prices continue to attract Belgian 
trawlers to land catches at this port. 

Hull-—— Ihe voluntary laying up scheme still continues, 
and the available supplies throughout March were consequently 
much below normal. Generally speaking, prices have been 
higher than a year ago. The shortage of flat fish of all kinds 
remains acute, 

Penzance.—The mackerel fishing during the past month 
has been very fair among the East Coast boats. Some good 
shots have been taken, and prices have been steady at about 
7s. to 12s. per box of 70 fish. Cornish liners have landed 
some nice trips during the latter part of the month from the 
. deep water, making as much as £108 in a week. Rays and 
skate are in good demand, and prices are, on the whole, high, 
rays fetching up to £7 per kit, and skate up to £8 per score. 
The very fine weather has been of great assistance to the 
fishermen. 

Scotland.—Small quantities of herring are still being 
landed at the Forth ports, and prices are proving remunerative. 
Some of the drifters and ring net boats operating on the West 
Coast are getting fair results, but generally speaking the season 
is over for the present. The line and seine net boats engaged 
in the white fishing have been moderately successful, and 
landings have met quite a steady trade. 


Other Industries 


Carpet-making.—Kidderminster reports that carpet manu- 
facturers are still working considerable short time, the majority 
of the departments operating only three days a week. Deliveries 
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of spring goods, however, have been quite up to the level of 
former years, but makers have been able to supply most require- 
ments from their stocks, There are distinct signs of 
improvement in the trade. | 


Paper-making and Printing.—Brtistol reports that employ- 
ment in all branches of the industry is regarded as satisfactory. 

Edinburgh reports little change in the paper-making trade, 
but it is hoped that the better international outlook may help 
the demand. The printing branch continues active.’ 


lIimber.—Hull reports that although consumption and 
inland demand continues good, the market so far as importers 
are Concerned remains very quiet. In many cases users are 
preferring to convert larger sizes, rather than make fresh 
purchases. Since the issue of the Second Schedule of Russian 
prices early in April, which met with practically no*response, 
no further concessions have been made by these sellers. As, 
however, in order to utilise the ships which they have allocated 
for timber carrying, they must sell at least their f.o.w. goods 
Soon, it is possible that fur\her reductions will be made. 
Scandinavian shippers have aged to hold off and not press 
for sales at less than the prices which they have been asking 
for some little time, as they feel that reductions on their part 
would merely hasten further concessions by the Russians 
without benefit to either party. 
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Overseas Reports 
Australia 
From the National Bank of Australasia Limited 


Early rain is needed in the interior of New South Wales, 
Northern Victoria, South-Western Queensland, and the outer 
areas of West Australia. Otherwise the pastoral conditions 
for the coming winter will be very difficult in those parts. 
Wheat sowing has been delayed pending autumn rains, but 
provided there are good falls soon, full areas should be seeded. 
Disturbances abroad have produced slight reactions,* but 
industry and trade and building continue active. Imports for 
the eight months to the end of February total £76 millions 
and exports £83 millions sterling, compared with imports 
of £61 millions and exports of £83 millions sterling for the 
similar period of last year. 


Canada 
From the Imperial Bank of Canada 


After resisting recessionary influences for some months 
general business activities in Canada slowed down definitely 
during the first quarter of 1938. The chief factor in the 
change has been the decline in export trade, particularly to 
the United States, experienced during the past six months. 
Also there has been the decline in prices of metals and other 
commodities and the effect of high shipping rates upon export 
trade to Europe and the Far East, which has affected exports 
of lumber particularly. Political and economic developments 
abroad have had an effect also on public confidence, as in- 
dicated by the bond and general security markets. The 
result has been a falling-off in the movement of merchandise, 
as indicated by freight-car loadings; a decline in industrial 
activities, as shown by employment; and a contraction in 
domestic trade, as revealed by banking transactions. Never- 
theless, industry and general business are still comparatively 
prosperous. The general business index is 9 per cent. above 
the normal (1926) as compared with 15 per cent. a year ago. 
Much now depends upon international political developments 
in relation to world trade and also upon the depression in the 
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United States. Any indication of an improvement in the 
basic American industries would have an immediate effect 
in Canada. | 


India | 

Bombay.—The raw cotton market has been weak owing 
to forced liquidation, but the tendency of prices to diverge 
from the American parity induced a certain amount ‘of fresh 
business, consisting mainly of the switching of hedges and 
straddle sales from Broach April-May to July-August. A 
recent cable states that the market has become firmer, European 
purchases of Indian cotton have been spasmodic, but Japan 
is beginning to take greater interest. Indian mills are constant 
buyers of stapled styles. More than two-thirds of the Broach 
crop has already been marketed. The piece-goods market 
has been quiet, but there has been a small amount of new 
business in British goods. There is a general lack of confidence 
in the outlook for Japanese goads, and forward trade is hardly 
being attempted. Dealings in dian goods have been chiefly 
confined to retail sales, the present difficulty being the higher 
prices asked by the mills to allow for the recent wage increases. 
There are also rumours of labour troubles in Ahmedabad. 
Egypt has lately raised the customs duty on Indian piece- 
goods, for which she was a good market. Yarns are quiet, 
with no improvement in demand. 


Calcutta.—The raw jute market has been quiet, with a 
downward tendency. Prospects of a settlement of the working 
hours. dispute between the Assoctation and non-Association 
mills are uncertain, Stocks of manufactured goods are in- 
creasing, and raw jute prices have weakened in consequence. 
Large buyers are absent, but the mills are buying small lots. 
The baled jute market has also been quiet. In hessians 
consumption demand for burlap has been slow and prices have 
eased. Local stocks have risen sharply. Prices of heavy 
goods have also been marked down. Mills were keen sellers 
but the market could not absorb the quantities‘offered. There 
is little change in shellac. Brokers have disposed of a large 
proportion of spot stocks in preparation for the new crop. 
Foreign demand has been- slow. Lately sellers have shown 
reserve on reports that 25 per cent. of the Bysaki crop has 
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been ruined by excessive heat, but such reports should be 
regarded with reserve. The tea market is closed. Prices 
for all classes of hides have further declined. 


Burma 


Rangoon.—Exports of rice from Rangoon have increased, 
but Burma's total is lower. Shipments to Europe are much 
the.same as last year, while those to China have risen from 
16,000 to 56,000 tons, and those to Japan have fallen from 
34,000 tons to'nil. Exports to Madras and Southern India 
are the same, but shipments to Bombay are down by 36 per 
cent, and those to Calcutta by 70 per cent. Mitlings 'show 
no improvement in quality, and softness prevents polishing. 
On the other hand, reports from the jungle of a firm paddy 
market are stiffening the local rice market. The European 
timber market is very quiet, with stocks ample, and there is no 
improvement in the Indian market. This should be the main 
selling season for hardware, but tightness of money has re- 
stricted demand. This was angcipated and dealers’ stocks and 
commitments are light. The trend of prices continues weak, 
keeping bazaar quotations below dealers' costs. 


Eire 

At the end of March all farm work was at least a month 
ahead, compared with last year. Pastures made excellent 
progress. Livestock throve well, and were reported to be 
in good health and condition. 

Supplies of spring wheat for seed were both scarce and 
dear. Oats mainly for seed were in fairly plentiful supply 
on most markets. Scutching of flax was nearly completed. 
The yield and quality of the fibre available during March 
varied from rather poor to medium, as the better lots had 
already been sold. Considerable supplies of potatoes were 
on hand at most farms at the close of the month. Demand 
was slow, and a good part of the surplus will probably be used 
for feeding to livestock. 

Winter wheat and earlier sown spring wheat made good 
progress. 

Numbers of cattle offered at the various centres were 
rather lower than average, many owners holding off in the hope 
of still higher prices. Apart from outbreaks of sheep scab 
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in two counties flocks were reported to be in good health. 
Lambing has been practically completed, having been carried 
out under exceptionally favourable weather conditions. The 
total number of pigs marketed during March was lower than 
last year. Breeding stocks are well maintained, with a con- 
tinued tendency to increase. 


France | l 
From Lloyds and National Provincial Foreign Bank Limited 


The trade returns for the first quarter of 1937 and 1938 
are symmarised below :— 
First quarter, —First'quarter, 
937 1938 


Difference 
Frs. millions 
Imports— 
Foodstuffs 2,675 3,006 + 331 
Raw Materials ... Sm 6,035 6,982 + 947 
Manufactured Articles... 1,505 1,720 -+ 215 
"Total ... qus 11,708 + 1,493 
Exports— * 
Foodstuffs 787 894 +- 107 
Raw Materials ... i 1,791 2,597 + 606 
Manufactured Articles ... 2,114 3,711 + 997 
Total ... 5,292 7,002 -+ 1,710 


T 


ne 














The franc value of imports has increased by nearly 15 per 
cent., and that of exports by more than 32 per cent., as com- 
pared with last year. 

The number of registered unemployed on April gth 
was 395,535, compared with 381,855 at the same time last year. 

ere is no change in the official index number for retail 
prices of 34 household requisites (1914=100), which has 
stood at round about 690 since the beginning of the year. 
Railway receipts from the beginning of the year to April rst 
amounted to Frs.3,329 millions, equal to an increase of 
Frs.727 millions or 27:86 per cent., compared with the same 
period last year. It must be remembered, however, that rates 
were increased, in July, 1937, and again in January this year, 
by approximately 45 per cent. 

Deposits with the '' Caisse d'Epargne" (Post Office 
Savings Bank) at the end of 1937 amounted to Frs.36,239 
millions, compared with Frs.34,921 millions at the end of 
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1936, and Frs.36,575 millions at the end of 1935. The amounts 
paid in during 1937 totalled Frs.7,743 million francs, as against 
Frs. 6,279 millions in 1936. Withdrawals, which amounted 
to Frs.9,043 millions in 1936, dropped to Frs.7,513 millions 
last year, 

Until April 18th, when a general advance in all sections 
took place, the Bourse has lacked interest. The formation 
of the new Ministry under M. Daladier was followed by a 
general'rise of French Rentes and stocks which has since 
continued in spite of some profit-taking. 

Le Havre.—Stocks of coffee in Havre have increased from 
642,000 to 691,009 bags. Demand has shown some improve- 
ment, but arrivals have much exceeded deliveries. Prices 
have declined on persistent Brazilian offering. 

There has been some improvement in the demand for 
cotton and stocks have declined from 320,000 to 304,000 
bales. Good qualities are scarce and importers are likely 
to find difficulty in delivering contracted standards. Stocks 
in America are very heavy agd the report of Brazilian and 
Argentine increases in prodhiction makes the future very 
uncertain. The new crop gives promise of again being heavy, 
and it appears doubtful whether the American Government 
can continue indefinitely, without embarrassment, to retire 
excess stocks from the market. 

Lille.— The disappointing trend in the local cotton textile 
market persists. Prices remain fairly steady, largely because 
demand is nominal. Political and financial uncertainty tends 
to aggravate the general attitude of caution, but stocks with 
the dealers and big shops are very low and the general opinion 
is that with a period of stability a buying movement would 
rapidly develop. New business consists of sample orders or 
cover for immediate requirements. Spinners are well employed 
on a 32-hour week basis, working on old contracts, but delivery 
instructions are being withheld or delayed and stocks of yarns 
tend to grow. 

The difficulties of the flax spinning industry continue, 
and probable further contractions in the Soviet exportable 
surplus cause grave concern. The future depends on the 
new crop in countries outside Russia, and the possibility 
of prices regaining parity with other textiles. Supplies of 
raw flax are estimated at ro,000 tons, or suffidient for four 
to five months on present production scale, but trade demand 
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does not improve, and stocks of yarns continue to grow. 
Weavers are dependent on Government contracts to maintain 
the present reduced level of production, and conditions tend 
to become worse. | 

Roubaix.—Demand for merino and good crossbred tops 
has improved slightly, the former principally for export. 
Noils have also been more active, Prices show little change. 
The combing section is slightly more active, but output 
remains much below normal. Stocks of tops continue’ to 
rise, and at Kilos.9,369,000 are Kilos.2,428,000. higher than a 
year ago. During March Kilos.3,393,000 passed through the 
Conditioning House, compared with  Kilos.2,051,000 1n 
February and Kilos.4,524,000 in March à year ago. The 
yatn section is quiet except for a fair demand for fancy yarns. 
Spinners badly need new orders. Piece goods manufacturers 
are fairly well occupied, largely on Government contracts. 
More confidence is now apparent following the political 1m- 
provement, and if the international outlook becomes brighter 
all sections would revive, as retailers’ stocks are low. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Brussels.—Although the position in iron and steel shows 
little change, a better tendency is noticeable, and immediate 
prospects are now more favourable, Business in all categories 
of coal is likely to remain quiet until the end of the month, 
when a solution of the price question is expected. French 
demand for industrial qualities 1s quiet, but in an effort to 
overcome the home market stagnation industrial coal is being 
exported in quantities and at prices such that it is feared 
‘restrictive measures may be imposed. 

Antwerp.—There has been no improvement in business, 
and prices of securities have further declined. Still, the 
better international political atmosphere is now tending to 
raise prices. The wool situation remains unchanged. The 
quantity handled by the combing mills during the first 
quarter of 1938 shows a falling-off of 6,500,000 Ibs. compared 
with 1937 and of nearly 4,500,000 lbs. for the corresponding 
period in 1936. The Futures market has been less active. 
Conditions in the grain trade are improving although con- 
sumption demand remains quiet, 
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Germany 


The seasonal recovery continues. During March un- 
employment fell from 947,000 to 508,000. State investments 
are increasing, a large part of the new investments now being 
made in Austria. New steel plants and rolling mills are to 
be built at Linz for the exploitation of Austrian iron ore. 
Austrian production of pig-iron has already increased through 
the lighting of several furnaces which previously were standing 
idle, Favourable economic treaties are anticipated with the 
Balkan States, who now depend so much on Germany. Never- 
theless, there are plenty of problems awaiting solution in 
Austria, Jewish Capital and entrepreneurs were very important 
in Austria and these are now to be eliminated. Movement of 
capital ig closely controlled, the desire to send it abroad being 
naturally strong. 

The Berlin Stock Exchange has been firm with narrow 
movements, stimulated more by good company results than 
by the annexation of Austrja. The new Reich loan of 
Rms.r,ooo millions will be edsily absorbed. Three Austrian 


# 


banks are participating in the issue for the first time, 


Holland 


Annual company reports for 1937 are inclined to be 
cautious in their estimates of the outlook, Although results 
for 1937 are satisfactory and even better than in 1936, dividends 
have been disappointing. The fall in commodity prices is 
a serious blow to Holland and the Netherlands East Indies, 
the latter's exports having declined considerably, partly 
because of the more stringent restrictions on certain export 
products, such as tin and rubber. The repercussions are being 
es in Holland. The unemployment figures are summarised 

elow :— 


TOTAL NUMBER OF FULLY UNEMPLOYED AT END OF MONTH 
(In thousands) 


1936 1937 1938 
January |...  .«. e 415-9 466-2 439-2 
February 00.00 eee ae 465-5 439-6 420-8 
June ... is - gus 3578-8 410-6 . — 
September ... sis M 390-1 324-3 


December ... wae ix» 455-2 437-5 — 
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Holland’s foreign trade has developed satisfactorily during 
the first three months of 1938. 


FOREIGN TRADE OF THE NETHERLANDS 


(In millions of guilders) 
. Per cent. imports 
Imports Exports covered by exports 
1937 1938 1937 1938 1937 1938 
January ... .. 106 119 73 82 68-9 68-9 
February .. 105 118 79. 82 75-2. . 69.5" 
March ... .. 125 120 94 90 75-4 750 


Loud 


Total first quarter — 536 357 246 254 73°2 71:0 


The movement of shipping in Amsterdam and Rotterdam 
has been in harmony with the increase in foreign trade. 

Commodity prices have declined still further. The index 
number of wholesale prices (1926-30=100) was 73:2 for 
March, against 74:2 for February and 75:2 for January. In 
comparison with September, 1936, the rise is now only 16-9 
per cent., or less than the depreciation of the guilder. 

Now that fear of political developments in Europe has 
again diminished the capital which took flight from Holland 
about the middle of March is returning again. The constant 
demand for guilders has forced the Exchange Equalization 
Fund to reduce its buying price for pounds sterling to F1.8- 96, 
The gold reserves of the Nederlandsche Bank once more show 
an increase. The expansion of the Bank's advances against 
securities with no increase of domestic advances suggests 
that the Equalization Fund has had to step in repeatedly to 
keep the appreciation of the currency within limits, 


There has already been a substantial recovery in prices 
of bonds. 


—_— d 


Norway 


During the month ended March rsth, 1938, the cost-of- 
living index number fell from 172 to 171 (July, 1914 = roo). 
The wholesale price index fell during the month ended 
April 15th from 155 to 154 (1913 = 100). It is now 43 per cent. 
below its highest point of last year. Unemployment decreased 
during the month ended March 15th, 1938, from 35,311 to 
24,104. The latest return compares with one of 32,95: for . 
March, 1937. The following table shows the Central Bureau 
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of Statistics monthly index number of industrial production 
(1935 = 100), adjusted for the varying number of working days: — 
Home Industries Export Industries All Industries 


Year Jan. Feb. Jan. Feb. Jan. Feb. 
1934 . see 84 92 93 101 87 95 
1935 ise 88 96 104 116 94 105 
1936 X 98 103 118 124 105 110 
1937 TT 116 123 112 122 114 123 
1938 TT 119 128 126 144 121 154 


* The trade returns for last March are summarised below :— 
Three Three 


‘ March, February, March, months months 

1937 1938 1938 1937 1938 

Imports |... 99.7 93:6 11.6 291.7 (301-3 
Exports 6 62-9 63-9 66-0 191.7 °207-2 


iteration = QM NINN mire 


Import Surplus 56°8 29:7 45-6 100-0 94-1 


Eaei == Ür Hia Pim = NII = NNN Nein iI 


Both imports and exports are higher than a year ago. 
Norway has sold her whole stock of whale oil (107,000 tons) 
to Germany at a price of £12 15s. per ton, on a clearing basis. 
This price is said to be below production cost. 


Sweden ° 


The new Russian offerings on the timber market proved 
an unpleasant surprise. They totalled 105,000 standards, 
consisting of 90,000 standards of redwood and 15,000 standards 
of whitewood, but there remained still unsold about 67,000 
standards of the previous February offerings, and the whole 
of this quantity was offered on the English market at still 
further reduced prices. The Russian tactics may upset the 
steady process of adjustment between importers’ heavy stocks 
and market requirements, and so the desired equilibrium is 
remote. In fact, Swedish and Finnish sellers will have to 
withhold their offerings for some weeks. Still, English con- 
sumption of timber remains good, and it is hoped that sales 
will soon be resumed on an increasing scale. This year's sales 
from Sweden have now reached about 290,000 standards, while 
Finland has sold about 275,000 standards. 

At their meetings on April 6th the European sulphite 
organisation, * Sulphite Pulp Suppliers " (S.P.S.), decided to 
reduce the export quantity for 1939 by 20 per cent, Now for 
the first time all the organisations within the Scandinavian 
paper pulp industry have adopted measures for*tackling the 
problem of over-production under weakening market conditions. 
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The position in mechanical pulp shows no change, but the 
mills have good supplies of orders on hand for the year, 
so that there is no need to force the market. | 
Commercial iron prices have been approximately unchanged 
at the last recorded low level. Substantial reductions have been 
effected in some of the Swedish prices, which now compare 
more favourably with foreign quotations. Some increase in 
demand has been noticeable in certain sections of trade. 


Denmark 


The threatened labour dispute in certain industries has 
been settled. Direct wage negotiations between employers and 
men having failed, the State arbitrator, aftér discussions with 
both parties, put forward a mediation proposal, according to 
which the workers' wages should be increased by 6—7 per cent. 
and the lowest paid workers should have a further increase of 
2 per cent, This proposal was accepted by both parties and 
a general stoppage of work was thereby averted. The running 
period of the new agreement is two years, and so next spring 
no labour conflict should be threatening. Slaughterhouse 
workers were not included in the general agreement, as the 
employers rejected the proposal, and to avoid a strike Parlia- 
ment passed a Bill giving legal force to the mediation proposal. 

A Defence Bill to an amount of Kr.50 millions has been 
voted. About half this amount is to be used for State purchases 
of reserves of important raw materials, and the other half for 
speeding up the defence programme and for payment of the 
State's share of the air defence expenses. | 

The indebtedness of agriculture has been examined by 
the Statistical Department, which shows that on 201,741 estates 
a debt lies of Kr.4,433 millions; the remaining net property 
amounts to Kr.2,048 millions. The debt totals 81:4 per cent. 
of the mortgage value and 72:1 per cent. of the total assets 
of the estates. 

The country's net foreign debt was reduced during 1937 
from Kr.1,374 to Kr.1,241 millions. The balance of inter- 
national payments for the year 1937 shows expenses on current 
account, as distinguished from capital movements, of Kr.1,982 
millions (1936: Kr.r,749 millions), and on capital account 
of Kr.98 millions, making the total amount remitted abroad 
Kr.2,080 milions (1936: Kr.r,850 millions). Income from 
abroad on current account was Kr.2,096 millions (1936: 
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Kr.1,754 millions) and on capital account Kr.79 millions, 
so that total income from abroad was Kri2,175 millions 
(1936: Kr.1,869 millions). The surplus totals Kr.95 millions 
as against Kr.ro millions in 1936. 

Butter has fluctuated between Kr.200 and Kr.217. Eggs 
have risen from Kr.68 to Kr.72, and bacon from Kr.178 to 
Kr.188 per roo kilos. The complete wholesale price index 
dropped in March from 117 to 115; the import index fell 
from 121 to 117, and the export index from 110 to 105. 
Unemployment at the end of March totalled 22:9 per cent. 
of all registered workers, against 27:7 per cent. at the end 
of February and 28-6 per cent, a year ago. . 


Switzerland 
From Lloyds & National Provincial Foreign Bank Limited 


Owing to the international political situation, business 
was restricted on the Stock Exchanges. Still, prices have 
latterly tended to harden. Money is very plentiful and 
practically unlendable. The southern Swiss resorts, such as 
Lugano, Locarno, etc, havé commenced their season well, 
all the towns on the Swiss lakes being full of visitors. Hotel 
accommodation at Easter was very difficult to find. Foreign 
tourists are still being granted a reduction of 30 per cent. on 
their railway fares in Switzerland. The final trade figures 
for 1937 show that exports increased from Frs.822 to 1,286 
millions, and imports from Frs.1,266 to 1,807 millions. 


Morocco 
From the Bank of British West Africa Limited 


Business conditions in the French zone continue quiet, 
and an improvement is not expected until after the Tewish 
Passover. Local confidence is still affected by events in 
France, and also by the lack of rainfall for the ripening crops. 
Although the crop outlook is giving rise to some anxiety, 
if rain falls during April a satisfactory harvest is still possible. . 
So far in the north-eastern districts the rainfall has been better, 
but the important grain and seed belts of the central and 
southern districts need rain. Barley promises a fair to moderate 
crop, probably better than last year's, but maize and wheat are 
dependent upon more rain to ensure an average ‘crop. Beans 
and canary seed are said to have suffered severely, but linseed 
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is expected to yield a good crop. Almond and olive trees 1n 
the south are reported to be flourishing, and the former to be 
laden with fruit. 

An outbreak of typhus in the Marrakesh and Casablanca 
districts has engaged the serious attention of the French 
Authorities, and Casablanca has had to be declared an infected 
port for British shipping. The demand for textiles and green 
tea continues firm against medium stocks, but business in 
other imported goods is dull. Early vegetables and citrus 
fruits are being actively exported to France.and England, 
and this trade is becoming so large and important that improved 
and special carrying facilities are under consideration by certain 
shipping companies, | f 


The United States 


The Administration’s reverse over the bill to reorganise 
the Government departments has been countered by the 
President's new proposals for expenditure upon relief, 
. coupled with the desterilisation of gold and the lowering of 
member bank minimum reserve requirements. General 
business conditions are still gloomy. The steel trade has 
done no more than come up to the expectations entertained at 
the beginning of the year. Carloadings are disappointing, and 
department stores report a lower turnover than a year ago. 
Automobile sales have increased, but insufficiently to raise 
hopes of really good business. Deposits with members of 
the New York Clearing House Association and commercial 
and “ Brokers" loans are lower, and money rates are very 
easy. The average prices of shares and bonds on April rst 
were $22:32 and 85:71 per cent, compared with $28-94 and 
89°48 per cent. a month earlier. 

The sugar market has continued downward, lack of bids 
having more effect than offerings. Consumption is certainly 
much lower than a year ago. Rubber is no longer at its worst, 
but is at less than half of last year’s price. Home consumption 
. of copper is falling, foreign demand alone keeping up the price. 
Increased supplies of tin have lowered the price, and the tin- 
plate industry is working at 50 per cent. of capacity. Lead 
has held its own, but zinc has fallen substantially. 

During March the number of blast furnaces decreased by 
one to 90. *Daily production of pig-iron was 46,854 tons, 
against 46,367 tons in February. Output of steel ingots was 
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2,011,840 tons, or only 33:84 per cent. of the mills’ capacity. 
Shipments of finished products at 572,199 tons were 97,476 
tons more than in February. 

Exports of raw cotton to date are 4,850,185 bales against 
4,541,268 bales last year. Speculative trading in cotton has 
been limited, but the tendency has been downward. Loan 
facilities have been extended to the end of July. The statistical 
situation has consistently deteriorated, and the excess of supplies 
over consumption is the largest for four or five years. Unless 
yields are low or consumption recovers the’ Government's 
drastic average reduction scheme will be inadequate. Business 
in fine cotton goods is dull, but there has been some. demand for 
grey cloth as mills have become more amenable as regards prices. 


South America 
From the Bank of London and South America Limited 


Argentina,— The first official estimate of the maize crop 
confirms earlier forecasts of only 4,500,000 tons, compared 
with 11,480,000 tons in 1934-35, 10,051,000 tons in 1935—36, 
and 9,135,000 tons in 1936-37. Owing to damage from 
drought and locusts, only half the area sown to maize this year 
was actually harvested. Total exports this year are unlikely 
to exceed 3,367,000 tons, against a normal annual shipment of 
ovet 7,000,000 tons and an actual shipment of 9,087,000 tons 
in 1937. This will be the worst export year since 1925. 
For the first quarter of 1938 exports of all commodities only 
totalled 292-0 million pesos, against parallel returns of 410:4 
million pesos in 1936 and 837-7 million pesos in 1937. 

The Central Bank’s report for 1937 calls attention to the 
steps taken to prevent an internal expansion of credit develop- 
ing as the result of the heavy influx of funds due to the good 
harvests of that year and also to the big influx of capital. By 
last May a total of 1,060°5 million pesos of banking funds had 
been absorbed by the Central Bank with this end in view, 
but this amount has since been reduced through the repatria- 
tion of debt owed abroad and because of the unfavourable 
trade balance during the latter part of the year. Reserves of 
gold and foreign exchange are sufficient to secure the stability 
of the official exchange market, which forms the basis of the 
fundamental business operations of the country. Movements 
of floating funds only affect the free exchange market. 
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. Brazil.—The 1937 foreign trade returns provide further 
evidence of the decline in coffee exports and increase in raw 
cotton exports. These changes are shown below :— 


Exports of 
Coffee Cotton 
{Expressed as per cent. of gold value of total exports) 

1933 ... íi ih Led 735-12 1:03 
1934 ... ens ka wes 61:13 13-24 
1935 ... $55 es ue 52-63 15-82 
1936... € ys er 45-52 19-08 
1937 ... és T 42- 06 18-85 . 


Cotton has lately been coming forward more freely for 
classification, and considerable quantities have been booked 
for export, though Japan is still not a large buyer. The 
quality of the new crop 1s better than that of last year, but recent 
heavy rains may cause some deterioration. Concern has been 
expressed at the recent decline in world cotton prices, but.even at 
recent levels planters should obtain a reasonable margin of profit. 

Brazilian coffee supplies to world markets for the first 
quarter of 1938 were 4,115,000 bags, against 3,627,000 bags 
for the first quarter of 1937. Over the first nine months of 
the current crop year (from July to March inclusive) Brazil 
supplied 10,449,000 bags or 56 per cent. of total world deliveries 
of 18,542,000 bags. This is the same proportion as in the 
previous crop season, 

Chile—Santiago reports that during early April the 
Situation in the local " export" exchange market eased con- 
siderably, owing to deliveries made to the Exchange Control 
Board by the Caja de Amortización. Still, sight selling rates 
on New York and London were unchanged, and the general 
impression was that stringency would continue, though in a 
less acute form. Normal conditions have prevailed in the 
produce markets, . 


Japan 

. The Government is taking great pains to handle the 
enormous National expenditure without causing inflation. 
Extensive price control is being devised and a vigorous economy 
campaign has been resumed. The rise in wholesale prices 
has been partially checked, but the cost of living is rising 
sharply. Export trade remains active. Imports, except for 
war materials and fertilisers, are shrinking. With heavy 
Government disbursement money is easier, but the stock 
market is dull and weak. 
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Issue Department 


Statistics 
BANK OF ENGLAND 





Other 
































Govt, Oth Sil Fiduci 
Circulation. Debt, CLER Securities, Coin. desde. Gold. 
£m £ mn. £ mn. £ mn £ mn. = mn, | 
End March, 1931 | 357-1 1:0 252-0 12-9 4-0 260-0 144-5 
" »  1932| 460-5 11:0 240-9 19°3 3'8 215*0 120-8 
B. m 1954, 378-8 11:0 245-4 0-1 5:5 260-0 191-1 
m » 1935] S38l:4 11-0 246-7 0-2 2:1 260-0 192-5 
T », 1936 |' 406-5 11-0 246-5 1:5 1-0 260-0 200-6 
m » 109814 | 478-8 11:0 187-0 2-0 — 200-0 315-7 
April 20, 1928 | 495*6 | 11-0 | 188:6 0-4 — 200-0 326-4 
April 27, | 1938 | 489-3 11:0 188-6 0:4 — 200-0 326°4 
€ 
Banking Department 
; Govt, |Discounts| Other 
blic | Bankers’ | Oth : 
Deposits. | Deposits. | Deposits. | Secar- |, and | Secur- | Reserve. | Proper 
í £ mn, £ mn. £ mn. mn, | £mn £mn, | £mn op 
End March, 1931 | 17-2 58-8 ed] 50:5 | 24-6 | 25: 48-3 43-6 
f^ ae j 1932 | 27-2 54.6 34:4 35-7 | IL-7 | 51-1 | 35-9 30°9 
» » 1934 | 17:5 94:5 56:9 TUL 5:6 | 11:0 | 73:4 49-2 
m 3j 1935 | 20-1 96:6 41:2 87:6 5-6 | 11-4 | 71:7 45°3 
» » 1936) 180 | 86 | 37-0 | 803| 5-0 | 16-7 | 54-9 || 39-6 
m $5 1937 | 52-2 62-3 58:5 100-5 T-l | 22:9 40-8 2T 
April 20, 1938 | 18-0 | 106-5 46-1 117-6 8-2 | 20:8 | 31-6 19-7 
April 27, 1938| 10:9 | 113-3 | 36:5 | 114-0] 7-1 | 19:4 | 38-0 || 23-6 
LONDON CLEARING BANKS (monthly averages) 
Accept- Balances| Call 
Deposits, | ,2BC69^ | Cash. and and Bills Invest- | y avances. 
m Cheques. | gines. fue 
£ mn. £ mn. £ mn £ mn. mn. £ mn. £ mn. 
March, 1931 | 1,763-9 | 121-5 | 184-0 5:5 | [14-1 | 240-4 -f 311-1 | 936-1 
» 1932 | 16764 | 98-7 | 174.0 | 43-4 | 112-5 | 216-8 | 281.9 | 902-1 
» 1934, 830.6 | 112-8 | 218:9 | 45:5 | 120-4 | 2021 | 547-1 | 753-0 
5. 1935 |.1,925:3 | 117-7 | 214-0 | 43-6 | 133-4 | 207-0 | 614-4. | 766-8 
» 1936 2,108-3 | 105-2 | 216-7 | 53-8 | 162-4 | 252-0 | 635:1 | 849-2 
» 1937*| 2,244-2 | 122-5 | 225-8 | 62-7 | 169-8 | 247-8 | 667-4 | “934-4 
Feb,  1938*| 2,279-9 | 109-2 | 242-5 | 61:1 | 143-7 | 287-9 | 632-8 | 979-7 
Mar, 1938*| 2,253-7 | 112-0 | 244.2 | 59-1 | 150-4 | 238-6°| 634-0 | 995-2 





* Includes the District Bank. 
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LONDON BANKERS’ CLEARING HOUSE RETURNS 


1930.  .. 
193... 
1932 ... 
1933 ... 
1984... ae 
1935...  .. 
1936 ... 
1937 ... 


"d ae 


1937 to April 28 
1938 to April 27 
1937, April (4 weeks) 
1938, April (4 weeks) 


Total 


43,558 
36,236 
32,112 
32,138 
35,484 
37,560 
40,617 
42,686 
14,719 
12,829 

3,485 


Town Metropolitan Country 
Clearing Clearing Clearing 
A | “Lela | besi 
51,816 1,668 2,152 
27,9534 1,610 2,668 
27,715 1,657 2,166 
30,740 1,760 2,984 
32,444 1,887 3,229. 
35,039 2,040 3,538 
36,719 2,162 3,805 
— 32431 | 728 | i294 | 1479 

10,990 703 1,236 
3,002 176 507 
2,583 157 279 


2,819 





BANKERS’ PROVINCIAL CLEARING RETURNS 





Birmingham... 
Bradford 
Bristol 

Hull... 

Leeds 
Leicester 
Liverpool ... 
Manchester... 


Newcastle-on- 
Tyne 


Nottingham 
Sheffield  ... 


————— FM [ o——À——MQ Y d M [ m —À——— nomi laii | MÀ ———— 
AVATAR I n itti i 


3°6 
54°2 
58-0 


6:5 
2-8 
4-6 


29:6 
42:5 


57 
1:9 
33 


1983 | 1934 
C es 
3°3 4-2 
5.0 5.4 
3*2 à*2 
3°8 44 
SL C CK! 
25:6 | 26-8 
42-1) 46-1 
6:5 6-9 
1:9 2-0 
4:5 3-6 


i938 | Tod 
£ mn. £ mn 
9-8| 10-6 
3:5 ó*6 
5.5 5:9 
3:7 4-0 
4.4 4-3 
2-8 3:3 
22:8] 24.8 
41-0| 44-0 
7:0 6:9 
2:3 2:3 
5-1 4.8 


— Ý —— Menem. È om———————emiáÀ— È e —X E ———áape—— [D e———— aet———— B umi 
——— à A mmÁ——HMÓ nm MÀ 


141*2 | 106-2 | 107-7 | 117-2 | 108-1 | 115-8 


SEESE OOA nA C —nnÀ—— n —ÁÍ mess MáÁ s PME M — ——  — ——Á)üimí sime À— nM——— TTY 


134-6 | 107-9 | 114-5 
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LONDON AND NEW YORK MONEY RATES 


LONDON 


Treasury Bills F.R.B 


Bank 
Rate 


Bank Bills Loans 


Market 
Rate 


Tender 
Rate 








Percent.Percent.| Per cent. Per cent. 


3 Months’ Short Re- " 
discount | Money 
Rate 





New Yorx 


Call. 


Per cent. {| Per cent, | Per cent, | Per cent, 
a 2 1 1 





Accept- 
ances 





End March, 1931 ó att | 245-28 fy ay i E 
»  » 1932 | BR | 25 13 21-01 | 2-3 3 24 2i 
n» » 1934/2 |8B| £ HO] el Tt ie] od i 
n" * + 1935 2 $ 4-34 : xci i-l là i Y 
” ” 1936 2 $* t pirts j-l li i To 
” » 19376) 2 i i Yu 3-1 li 1 vz 
Mar. 30th, 1938 | 2 i i dji-k d del 1 1 4 
April 27th, 1938 | 2 H i HA il 1.0 3X I 


FOREI GN EXCHANGES 


hi 1936 





London 1937 1938 
B cpm uc eee 
x April 22 | April 21 | Mar. S0 | April 6 | April 13 | April 20 | April 27 

New York— 

(a) Spot ... 4-935 | 49254 4-972 4-983 > 9811 

(b) 3 months vac. pm. | lic. pm. ac pm. | 42c. pm. c. pm. 
Montreal ean 4°964 4-92 5:004 5-01% 5S. -014 
Paris— 

(a) Spot... || "4H 111g, | 163.4, 161 | 1583 1584 | 16033 — 

(b 3 months | 243c. dis. | Fr.2dis. |Fr.4 dis. |Fr.474 dis.) Frid dis, |Fr.2}3dis.) Fr.53 dis. 
Berlin— 

(a) Official .. 12:28 12-252 12:371! 12°374 | 12.38% 12-394 | 12-40 

b) Re istered 

S P Ma rks || 464% dis. | 518% dis. [502% dis.518% dis. 51% dis. 502% dis. 9027, dis. 
Amsterdam 7:273 9-00 8-96£ 8-968 8-96 8-961 
Brussels 29:21 29-194 29:374 | 29-472 | 29:56 29-57 29. 504 
Milan ... 6214 93§ 9413 43 945 9413 943 
Zurich 15:154 21-564 21-664 | 21-64} | 21-65 21-68 21-69 
Stockholm 19-393 | 19-404 | 19-40 | 19-40% | 19-40% | 19-401 | 19-404 
Madrid 36435 85-00* | 110* 110* 110* 110* 110* 
Prague ee 119 14145 1424. 142} 142% 14335, 143} 
Buenos Aires— 

(a) Export... | 15 15 15 15 15 15 15 

(b) Import... || 17:02 16-00 16-00 | 16-00 | 16-00 16-00 | 16-00 

(co) Free... || 17-97 16°21 20-04 19-85 19-54 19-00 18-97 
Rio de poen 

(a) Official .. 573430 558700 — — — = 

(b) Free 87$900 78$300 878600 | 878430 878580 878900 | 87$700 
Valparaiso 151j* 124-37* | 124-06* | 125* 125* 125* 
Bombay . | 184d, 184d. 184d. 18.3,d 18d. l84d. | 17d. 
Hong Kong ...|| 15§d. 14H. 14i2d. | 1428d. | 14éd. 14éd. 144d. 
Kobe ..  ..| 1/25 1/2 1/18} l/$4| 1⁄8 1/2 1/2 
Shanghai 144d. 143d 123d. Laid. 134d. 133d. 133d. 
Gold price 140s, 94d. | 141s. lid. 139s. 11d.1140s. 14d.! 139s, 10d, | 139s. 6d, | 139s. 7d. 


Silver price... 





2045d. 


204d. 


188d. 


* Nominal. 


19d, 


logd. 


184d. 


188d, 
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PUBLIC REVENUE AND EXPENDITURE 


l 1937-8 | 1938-9 
1934-5 | 1935-6 1937-8 to 








R April 24 | April 23 
REVENUE— £ mn, | £ mn. £mn. | £mn. | £mn. 
Income Tax ix ..] 228-9 | 238:1 298-0 8-2 T3 
Sur-Tax Qut xs we | 51:2 51:0 . 57-1 2:5 2'9 
Estate Duties ... Vis we | 81:3 87-9 89-0 5-9 geg 
Stamps E iia | 24-1 25-8 24-2 0:1 0:5 
National Defence Contribution! — — 1-4 — 0:4 
Customs ee EX e. | 185-1 | 196-6 221:6 16-5 12-9 
Excise ..1 1046 | 106:7 . 113-7 8:5 8:1 
Motor Vehicle Duties | 
(Exchequer o 5.1 5.0 34:6* 2-5* 2:6* 
Other Tax Revenue - $:1 2-1 1:7 — — 
Total Tax devenue e wee | 685-4 | "13:2 841-3 | 448 | 39:1 
Post Office (Net Receipt s 12:2 11:7 10:5 30, 2:1 
Post Office Fund ... — — 0-8 — — 
Crown Lands . l:3 1-4 1:3 — Ol 
Receipts from Sundry Loans 4-4 4-9 5:2 0-2 0-1 
Miscellaneous Receipts del. Sock 21:7 13-5 0-3 0-7 
Total Non- Tax Revenue a. | 33-0 39.7 31°3 3-5 3-0 
mM——--—-———— — |———— LÁ. — 

Total Ordinary Revenue .. | 716:4 | 752:8 872-6 48: à 42:1 
Post Office... t ..] 61:8 66:1 76-1 2-0 32 
Road Fund ... si wee | 26:4 25°8 — — — 

Total Self-balancing Revenue... | 88-2 91-9 16:1 2:0 3'2 
EXPENDITURE —— 
National Debt Interest we | 211-6 | 211-5 16-2 23-3 23-2 
Payments to IN. Ireland... 6-8 1-2 8-9 0-2 — 
Other Cons. Fund Services... à: 6 5.7 3-1 0°3 0°3 
Post Office Fund M - 2:3 l:1 — — 
Supply Services xdi . | 472-2 | 512-0 605-0 26-5* | 27-7* 
. Total Ordinary Expenditure ... | 696-5 | 737-5 835-2 50-3 51:2 
Sinking ' Fund Sui ..| 12:3 12:5 10-5 — 0*3 
Pamei to U.S. Govt. re -— — a SER es 
Self-balancing Expenditure 
(as per contra) Say .. | 88°2 91:9 76-1 2-0 3°2 





* Motor Vehiclé Duties apportioned to Road Fund, treated as self-balancing in 1936-37 
now added to Revenue and Expenditure figures for purposes of comparison. 


PRODUCTION 





Coal 





Pig-Iron Steel 


Total 1913 — s s | BTS Br uro c 
» 1925 TENET 243-2 6,262 7,385 
» 1929 Eo wu 257-9 7,589 9,636 
> 1930 "C 243-9 6,192 7,326 
, 18i a an 219-5 3,773 5,208 
» 1932 We o AEN 208-7 3,574 5,261 

. ,», 1983 oe vind 207-1 4,136 o 7,024 
» 1934 a un ow 221-0 5,969 8,850 
» 1985 I ES 222-9 6,426 9,842 
, 1985 — o 0] 28-5 7,686 11,705 
» 1937 241-2 8,497 12,964 

Total to March, 1937 60-2 1,935 3,104 

Total to March, 1938  ... 62-9 2,169 3,255 








BOARD OF TRADE PRODUCTION INDEX NUMBER 








(1930 — 100) 
Complete Year | 1936 1937 
xem P n e E 
1936. | 1937. ju Qr. | Ist Qr. 2nd Qr. | 3rd Qr.| 4th Qr. 














| -——— — € Án | a ÀMÀMM—À | — | M M—— 
| 
Mines and Quarries ... «+ | 94-4; 99-8 990| 99°4] 100°5 | 95:6 | 103-9 


Tron and Steel vee | 150-1 | 166-7 | 155-6 | 158-1 | 165-6 | 1655 | 177-6 
Non-Ferrous Metals " 4. | 143°8 | 165-3 | 154-0 | 154-4 | 166°7 | 173-7 | 166-2 
Engineering and Shipbuilding | 123-3 | 136-2 | 132-4 | 136-4 | 138-2 | 154-9 | 135-2 
Building Materials and Building | 157-1 | 153-3 | 157-3 | 148-5 | 155-9 + 160-3 | 148-4 
Textiles ast tee "aie | LO | 129.8 | 1302 | 130-1 | 135-1 | 127-5 | 126°3 
Chemicals, Oils, etc, ... — ... | 115-4 | 124-0 | 120-6 | 121-8 | 125-9 | 123-3 | 125-1 
Leather and Boots and Shoes j| 120-7 : 118-8 | 119:6 | 120-6 | 121-3 | 117-7 | 115-6 


Food, Drink and Tobacco ... | 114-5 ue s 111-2 | 124-9 | 120-3 | 124-5 

















i 








131.5 





Total® o ^ eoo 124-6 | 133-1 131.7 
t 





13348 | 130-4 | 136-8 


* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
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UNEMPLOYMENT 
(a) Percentage of Insured Workers 


Date 1929 1931 1932 1934 1938 
End of— 
January 12-3 21-5 13+5* 
February 12*1 21-7 13:2* 
March 10-0 21:5 12:9* 
April 9-8 20-9 
May 9.7 20-8 
June 9.6 21-2 : 
July 9-7 22:0 
August 9:9 22-0 
- September | 10-0 22°6 
October 10-3 21:9 
November | *10:9 21:4 
December 11:0 20:9 





* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 





Mar, | Mar., | Mar., | Mar., 
1932 | 1934 1935 1936 


Mar., 
1937 


Jan, | Feb., 
1938 | 1938 


Mar., 
1938 














Number employed ... | 9,549 |10,058 |10,208 |10,689 | 11,310 |11,309 |11,324 |11,380 
Wholly unemployed | 2,129 | 1,814 | 1,727 1,550 | 1,400 | 1,594 | 1,356 
Temporarily stopped 421 317 324 170 352 341 338 


Normally in casual 
employment Pe 104 94 92 76 66 13 70 


Total unemployed ... | 2,660 | 2,225 | 2,143 | 1,879 | 1,576 | 1,818 | 1,808 | 1,764 

















RAILWAY TRAFFIC RECEIPTS 





Four weeks ended | Aggregate for 16 weeks 


April 25, 1937 April 24, 1938 1937 1938 









Pas- Pas- Pas- Pas- 
sengers | GOOdS | sengers | Goods | sengers | Goods | sengers | Goods 


——— ——— | —————— | —— 
— —a——M |, — a [c ————— nan | "P"Háa— eum 


Great Western 
London & North 
Eastern* ... 
London Midland & 
Scottish  ... 
Southern 


Total ... 


MÀ (eee | c— a —— D ——————— | ——— Şa iQ o———————P— 
———MM 


* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 





By CATEGORIES: Great Britain 
Total 
” Food and Perishables ... 


Other Merchandise *of which 
Piece-goods* 


(i) Household Gootls 
() Dress Materials ... 
Womes’s Wear* 
(i) Fashion Departments 
(ii) Girls’ and Children’s Wear 
(it) Fancy Drapery ... 
Men's and Boys’ Wear 
Boots and Shoes 
Furnishing Departments 
Hardware 
Fancy Goods 
Sports and Travel 
Miscellaneous and Unallocated 
By AREAS— 


All Categories— 
Scotland 


North-East ... 

North-West ... 
Midlands & South Wales ... 
South of England 

London, Central & West End 


London, Suburban ... 


+ 9:6 
-+ 6:0 
ToU 


asa 


"E:T: 
4-17.8 





1938 





Miar., 


1938 


Tremeneennenmannemannnannminnnnannnnn | maamuna T cgo ntis A rri ai da imis llt atti 
* 








enn 


OVERSEAS TRADE 
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EXPORTS 


Manu-« 


ds 


C ———X | ———— | o———M— 
—— —Á—— | —9 | ———MM Á———— | ——M M — ———— 


eee ———Me | À— 9 | ——— | ————— | —————— ——— | —————— | ————— 


IMPORTS 
Date Manu- 
w 
Food M oe Total 
Monthly Average— £mn, | £mn | Emn. | £mn 
929 44- 28:5 | 27:9 | 101-7 
1930 39-6 | 20-9 | 256, 87-0 
1931 34:7 | 144] 21:8| 71:8 
1932 Sle1) 13:7) 18:1; 58:5 
1933 28°3 | 150, 12:6, 56:8 
1934 289-9 | 17°51 14°31 61:0 
1935 29-6 | 17-7; 154] 65:0 
1936 31:9 | 20:7; TET7| "70:7. 
1937 . 36-0 | 26°53 | 229, 857 
Mar., 1937 .. 35-3 | 25:0; 22-1) 82-9 
ott 24.0 | | 23° "A 94. ; 








Mar., 1938 i - 


(thous. 


Monthly Average— cwts.) 
1929 -—- o. | 9,514 
1930 8,731 
1931 9,952 
1932 8,803 
1933 9,566 
1934 8,552 
1935 8,455 
1936 8,401. 
1957  — .. | 8,074 

Miar, 1957 ... 9,757 

Mar., 1938 ... 8,114 





Date 


Monthly Average— oa 
1929, e. | 5,022 
1930 4,573 
1931 3,563 
1932 5,242 
1933 3,256 
1934 3,305 
1935 3,226 
1936- 2,918 
1937 5,563 

Mar., 1937 .. we | 5,043 

Mar., 1938 ... ^ ...| 2,966 | 











(thous. 
tons) 


(thous. 
tons} 








(thous, 


(thou 
centals o SERE. of (thous. 


190 tbs.}} 100 Ibs.) 
3 67 


Food MEE Teuna 

£mn. | £ mn. 
4:6 6:6 
5:3 5.8 
3:0 5°9 
2-7 3:6 
2:4 58 
2:5 4°0 
2*6 4-4 
3:0 4°3 
a2 5:4 

ii] 

2:9 5.5 
2:8 | 49 


(thous. 








(thou 
cents ot (thous, 
100 Ibs.) 


factures 





ea MááÀ—— A (ri — A Bá —À——— i — —— $3 ] ——— a XV 





"——MMÀ— i ee dE P: 








cwts.} tons) Ibs, tons) 

13 330 235 

128 326 243 

122 251 231 

153 176 133 

162 189 8l 

187 395 114 

185 525 96 

198 116 124 

149 254 170 

112 161 94 

125 406 ai? 

| Cotton Woollen | Worsted | Motor 

Goods Tissues | Tissues Cars 
Gqnill, (thous. | (thous. 

Sq. yds.) sq. yds.) | sa. yds.) er 
306 ,016 ,490 ,991 
201 6,587 | 2,895 | 1,602 
143 4,694 | 2,479 | 1,429 
183 4,461 ; 2,358 | 2,245 
169 | 5,110 | 2,741 | 2,821 
166 | 5,745 | 2,772 | 2,904 
162 5,934 | 5,205 | 3,659 
160 6,523 | 3,504 | 4,268 
160 6,653 | 3,583 | 4,468 
179 7,153 | 3,520 | 4,767 
129 5,488 | 3,099 | 5,194 





Machin-| Cotton 
ery Yarns 
(thous (mill, 
tons) Ibs.) 
47 11-8 
40 ll:i 
21 11:4 
25 13-9 
25 15:8 
28 10-9 
32 11.8 
32 12°6 
37 15:3 
36 15.3 
46 13-1 
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PRICES 
1. WHOLESALE PRICES 
: Index Number (Sept. 16th, 1951—100) 
ate 
U.K. | U.S.A. France Italy Germany 

Average 1929 ... 150-9 139-4 141:3 146 126°1 
1931 ... 107°7 103-5 1905-5 103-5 101:9 
1932 ... 103-5 89-3 92-0 93-1 88-7 
1933 ... 103-5 93-7 87-7 86°6 85-7 
4 1934 ... 106°4 J1l:l 835-1 84:2 90-4 
1935 ... 108-1 120-3 78:4 97-2 93:5 
1936 ... 116-2 121°4 90°6 112-5 95.6 
1937 .. 134°6 131°5 127°0 133.4 97.3 
End Mar. 1937 =e 139-6 157° 3 121-8 — 97.5 
» Apri, 1937  ..| 1359 135-6 120-5 198-4 97-0 
» Mar, 1938 122-9 7.7 139-4 141-7 97-1 
" April, 1938 122-9 | 1169 | 1401 142-0 97-0 





Sources: U.K, “ Financial Times"; U.S.A, Irving Fisher; France, Statistique 
Général? ; Italy, Italian Chamber of ‘Commerce ; ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 














Rent | Fuel Other AU 
Date Food | (including | Clothing and Items Item 
Rates) Light included included 
— — ROAD cH ——Ó lp ——— A —— —— A TOAFENDIS | senses UE. 

End of 1929 ... 57 52 115 75 80 66 
1931  ... 31 54 90 75 75 47 
1932  ... 25 55 85 70-75 170-15 42 
1953 ... 24 56 85 70-15 70-75 42 
1934 iss 25 56 85-90 70-15 70-75 44 
1935  .. 3k 58 85 75 70 47 
1936  .. 36 59 90-95 75-80 70 51 
End Mar., 1937 ... 35 59 95-100 75-80 70-75 51 
» Feb., 1958.. 40 59 110 80-85 75 56 
» Mar., 1938.. oT 59 | HỌ 80-85 75 | 54 





The figures Eu the percentage increase above july, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 





Wheat Sugar Cotton Woo! | Pig-Iron, Tin, Rubber 
Date. D | jCentrifugals| American 64's Cleveland Standard Plantation 
Manitoba U.K. Middling |topsavge.|  No.3. Sheet 
per qr. per cwt. per lb, per Ib. per ton perton | perlb. 
S. d. S. d. d. d. s. d. d. 
Average 1929 ... | 54 OF 9 01| 10:29 58% 70 4i, 203}§ 10} 
1931... | 28 2% 6 4i 5:08 254 58 7 1184 ot 
1932 ...| 30 6i 5 9i 5-29 PL MM 58 6 13635; Zr 
1933 ... 28 2 5 4 5:53 28 62 3 194414 3} 
1934 ...| 30 ll 4 8i 5*66 5034 66 104 | 230 6.3; 
1935 ... | 34 3i 4 6°69 28 67 10 22044 5 
1936 .. | 38 0 4 8i 6:61 3243 73 0 20413 721 
19357 .. | 53 lii 6 4i 6°37 $5.8. 91 10 243545 9i 
April,1937  ...| 56 21 6 5i 7-65 582 8l O |a 252 101 
Mar, 1938  ... 55 2i 5 2 5-06 26 109 0 183; 668 
April 1938 — ... 55 6 4 111 4-87 2957 109 O0 16833 51i 








& Te T 
4 E 
i Xen i 
r 
- Ld C 
+ a VW M 
pam 7 
-7 
at sen 


TABLE OF CONTENTS 


PAGE e.. 


THe Economic OUTLOOK IN CENTRAL EUROPE 
By Dr. Gerhard Schacher TT i .. 283 


NOTES OF THE MONTH + e one e 297 
HOME REPORTS ise iex TT 3 ws 303 
OVERSEAS REPORTS... aie is di . 216 


STATISTICS é. she we $55 i vee 332 


Lloyds Bank Limited. 
Monthly Review 


New Series—Vol. 9 JUNE, 1938 No. 100 


**TIhe Bank publishes from time to time in this 
MONTHLY REviEW signed articles by exponents bf 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. , 


The Economic Outlook in Central Europe 
By Dr. Gerhard Schacher 


I 


HE economic, and particylarly the politico-commercial, 

effect of the occupation of Austria upon the situation in 

Central and South-East Europe—that is to say, upon the 
entire territory comprising the States between the Sudeten 
Mountains and the Black Sea—is deserving of careful attention, 
especially on the basis of careful statistical analysis. It must 
not be overlooked that the union of Austria to Germany 
involves perhaps the most important geographical and economic 
alteration of the European map since the Peace Treaties. An 
entirely independent economic territory, with a great tradition 
in foreign trade, has indeed disappeared as such from the map. 
The question therefore arises whether, and if so in what 
measure, the extension of the frontiers of German economic 
territory through the annexation of Austria impairs the eco- 
nomic and commercial structure of Germany as now enlarged. 
Also, if one desires to form a general and correct idea of the 
present economic importance of Greater Germany, particularly 
in the Danube Basin, it is doubtful whether this can be done 
merely by aggregating the sum-total of the foreign trade of 
Germany and Austria. 

In order to elucidate the question, it is necessary in the 
first place *to calculate the percentage of Germany's share, 
prior to the Anschluss, in the foreign trade of the five States 
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in the Danube Basin—viz, Hungary, Roumania, Czecho- 
slovakia, Yugoslavia and Bulgaria, and then to indicate how 
the German share in the total imports and exports of these 
several countries developed in the period from 1929 to 1937. 
This development must then be compared with that shown 
by the share of Austria, before the Anschluss, in the foreign 
trade of the Danubian States. In the following tables one 
of the five countries, Czechoslovakia, has for the moment 
not beén taken into account because, as will be shown later, 
the development of her foreign trade with Germany and 
Austria has been marked by exceptional characteristics. 

(The term “ Germany " as employed in this article refers 
to the economic territory of the Reich before the Anschluss, 
i.e, without Austria. Germany as enlarged by the Anschluss 
is described as “ Greater Germany.") Germany's share in 
the total exports of the following countries was as follows 
(per cent.) :— 





Hungary ... 11:7 15.5 23:1 24-0 
Roumania 21:6 12:4 17-6 19-8 
Yugoslavia 8-5 li-2 29° T 21-7 
Bulgaria ... 29-8 26:0 47°6 43-1 





The percentage share of Germany in the total imports of 
these countries was :— 





1932 | 1936 1937 
Hungary ... ee ys 19:9 22:5 25.8 26-0 
Roumania ut a 24:0 23°7 56:2 29-5 
Yugoslavia ^ T 15-7 17:7 26-7 32-4 
Bulgaria ... "me zs 22:2 25:9 61-0 54.8 





It will be seen at first glance that the share of Germany 
in the foreign trade of these four States, particularly since 
1932, has risen very appreciably. Especially great was the 
expansion of the German share in their exports, whilst the 
increase of her share in the imports is less marked, as appears 
from the second table. Reasons may be sought in the special 
character of the German system of economic penetration in 
the Danube Basin (excluding Czechoslovakia) and they will 


me M 8 
a og Si $3 2 
be dealt with later. It should, however, be noted. dere. ‘that 
the share of Germany in the aggregate foreign h bas eof. the. 
four countries in question has, with the single ééption of 
a reduction in the aggregate Roumanian expo: S$: only 
already reached the 1929 level, but even appreciably exceeded it. 
If we now consider the corresponding development of the 
share of Austria in the foreign trade of these countries, the 
result is a marked contrast. 


The percentage share of Austria in the total exports of the 
following countries was i— 





1937 
Hungary ... 16-8 
Roumania e 7-0 
Yugoslavia 13-5 
Bulgaria ... 4.0 





Her percentage share in the total imports of the following 
countries was i— 





Hungary ... 15-2 15:4 16-7 15-8 
Roumania 12-5 4:8 13-7 10:6 
- A Vugoslavia 17.7 13-4 10-3 10-3 
Bulgaria .. 1:6 6.0 5.7 3-4 


In the majority of cases, particularly since 1932, a 
reduction is shown in the foreign trade of Austria with the 
States in the Danube Basin; and even the few cases where 
there has been a slight increase, such as in the trade between 
Austria and Roumania, do not alter the basic tendency. With 
the single exception of her share in the aggregate imports of 
Hungary, it may also be said that until 1937 Austria was not 
in a position, in her foreign trade with the four Danubian 
States in question, to reach anything like the level of 1929. 
German trade with these Danubian States had become 
increasingly close, so that the importance of Germany, 
both as buyer and seller, had constantly increased. It is possible, 
on the other hand, to note a constant falling off in the relative 
importance of Austria in this region. 
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II 

The statistics already given, which exclude Czechoslovakia, 
thus clearly show that the trend of foreign trade between 
Germany and Austria and the countries of the Danube Basin 
was not in the same direction, but was in very sharp contrast. 
The causes are manifold. 

It is necessary in the first place to consider the progressive 
German system of economic penetration in the Danube Basin. 
The weak exchange situation of Germany rendered it impossible, 
during and after the period of economic depression, for her to 
cover her heavy and constantly increasing import tequirements 
of raw materials and war materials, semi-finished products and 
foodstuffs in a normal way. They could not be paid for 
with foreign exchange such as, in previous years, accrued 
from the proceeds of the world-wide sales of German finished 
products, etc. On the one hand, the German need to import 
raw and armament materials of nearly every kind has 
considerably increased, notwithstanding the development of 
substitute industries. On the other hand, Germany’s selling 
capacity, and hence the quantity sold and the average selling 
price, of German exports, has shown a decided falling off. 

This gave rise to the necessity for extending trade with 
those countries which were prepared to deliver the goods 
required by Germany without payment in foreign exchange 
and by means of the Clearing Agreement system. These were 
primarily in Central and South-Eastern Europe (other than 
Czechoslovakia). The process was facilitated by the German 
import policy which from the outset favoured attractive prices 
for agricultural products, etc., which were difficult to dispose of 
in the world market as a result of the agrarian crisis. A further - 
consequence of these heavy exports was, as is well known, 
the constitution of large clearing balances in favour of the 
Danubian countries effecting deliveries to Germany. Germany 
endeavoured so far as possible to meet these adverse clearing 
balances in order to be able to continue her heavy purchases in 
the South-East. This was done, since she lacked foreign 
exchange, by delivering to the Danubian States certain products, 
above all industrial articles and finished products of the German 
armaments industry. At the same time great efforts were made 
to establish industrial plants in these predominantly agrarian 
States; in this way industrialisation was accelerated in the 
Danubian countries. The result was that these countries 
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received, in payment for their exports, no foreign exchange 
from Germany such as would -have served for purchasing 
industrial products on the world market. This in turn compelled 
them to strive for self-sufficiency. 

Thus we see the first reactions on the foreign trade of the 
Danubian States-with Austria before the Anschluss, Austria 
lost more and more of her South-Eastern markets to Germany ; 
on the one hand the Danube countries were supplied with 
German industrial products, whilst, on the other hand, they 
did not have sufficient foreign exchange to purchase Austrian 
products. Moreover, in many cases, they desired to manufac- 
ture such products themselves with the new manufacturing plant 
erected by Germans in the Danube Basin.* This compelled 
Austria, on losing her South-Eastern markets, to look for other 
markets. In many cases she was successful. The centre of 
gravity of her foreign trade moved more and more towards the 
West, i.e, towards those countries which maintained a free 
exchange system ; moreover, as a result of the development of 
tourist traffic, Austria received appreciable resources in foreign 
exchange which she was able to use to cover import require- 
ments from West Europe and from overseas. The falling off 
of Austrian foreign trade with the Danubian States is, however, 
by no means solely attributable to the progressive monopoly 
of Central and South-Eastern European markets by Germany, 
although this played a very important part. Of great importance 
was the signing of the Rome Protocols, which by means of 
bi-lateral treaties deprived the other States of the benefit 
of the most-favoured-nation clause, while Italy, Austria 
and Hungary shared amongst themselves great commercial 
advantages. This led to an appreciable increase in Austrian 
trade with Italy; Hungary benefited relatively little by the 
Rome Protocols, which have been formally dissolved since 
the Anschluss. . 

Thus it will be seen that a number of reasons led to the 
divergent development of German and Austrian trade in the 
Danube Basin. As a result of lack of exchange, shortage of 
raw materials and of rearmament, three factors which are 
closely intefwoven with each other, Germany curtailed com- 
mercial relations with Western European and overseas countries, 
whilst she constantly increased trade with the Danube States. 
In view of the-Rome Protocols, of the self-sufficiency tendencies 
in the Danubian States, and, finally, of a certain degree of 
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success in opening up new Western markets, Austria curtailed 
her commercial relations with Danubian States, which, in the 
past, had always furnished her most important markets. 


III 

Out of the five Danube countries mentioned in the intro- 
duction to the present article, Czechoslovakia has so far not 
been taken into account as a commercial partner of Germany 
and Austria. The following statistics will show that both 
Germany and Austria, since i929, have played an ever- 
decreasing part in the foreign trade of Czechoslovakia. Thus 
Czechoslovakia has remained unaffected by the economic 
penetration policy of Germany, but against this Czechoslovakia 
was not one of the markets in which Austria made further 
progress to counterbalance the diminution in Austrian trade 
with the agrarian countries of the Danube. 


1929 | 1932 1936 1937 


% % r^ 76 
Germany's share in the 
total exports of Czecho- , 
slovakia vs ees 25 24:2 17-5 13-7 
Germany's share in th 
total imports of Czecho- 
slovakia vis 25s 


m————— P (C — n — AA La—— ÁÁ((—— —— Toe nd nel 


Austria's share in the 
total exports of Czecho- 
slovakia "A us 15-0 13-9 8-9 7:3 

Austria's share in the 
total imports of Czecho- 
slovakia "M NRA 





In contrast to the other four States in the Danube Basin, 
Czechoslovakia had thus appreciably curtailed her commercial 
relations with Germany during recent years, particularly so 
as compared with 1929; the policy of economic penetration 
of Germany in Central and South-Eastern Europe has thus 
not affected Czechoslovakia, because the latter took steps in 
good tirne to protect herself against the German import policy, 
carried into effect by means of the clearing process. Trade 
with Austria, owing to the Rome Protocols and to the diversion 
of Czech foreign trade towards Anglo-Saxon and overseas 
countries, showed a falling off; we thus arrive at the result 
that the economic influence of Greater Germany on Czecho- 
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slovakia is very much less than it is on the remaining Danubian 
States. This point is important because the significance of 
the Anschluss upon Czech foreign trade was at first extra- 
ordinarily exaggerated, particularly as a result of opinions 
expressed in the German economic Press, which announced 
shortly after the Anschluss that the greater part of Czech 
foreign trade would necessarily pass to the new “ Greater 
German Economic Territory." 

In point of fact, not only has the share of Germany and 
Austria in Czechoslovak foreign trade constantly fallen off, 
as shown by the foregoing figures, but on closer consideration 
of official Czech foreign trade statistics, it is found that the 
entire share of Greater Germany in Czechoslovak foreign trade 
cannot be estimated at much more than one-fifth. 






Imports 


Exports 
of Czechoslovakia of Czechoslovakia 












in in 






million % million % 
crowns ‘ crowns 
Total ] 11,971 100 10,965 100 
Germany'sshare ...| 1,644 i7 | 1,700 15-5 
Austria's share 878 7:3 456 4-1 
Greater Germany’s share 2,022 21:0 2,156 19-6 


The alleged dependence of Czech foreign trade on 
Greater Germany is therefore reduced by these figures to the 
level of only approximately 20 per cent, even if, as has been 
done in the above calculation, the share of Germany and 
Austria in Czech foreign trade are added together. It must be 
admitted that the influence of a neighbouring State—which 
has a share of fully one-fifth in the foreign trade of a small 
State—on the commercial policy of a smaller State, is by no 
means slight. There is, however, no ground to apprehend that, 
as a result of the Anschluss, Czechoslovakia has become 
commercially and largely dependent upon the economic attitude 
which may be adopted with respect to Prague by Germany, 
The question of any really serious effects of the Anschluss 
can only arise indirectly in relation to means of transit, which 
will be discussed later, 
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In reality the influence of Greater Germany on Czech 
foreign trade is not even as great as might appear at first sight 
simply by adding together the shares of Germany and Austria 
in the imports and exports of Czechoslovakia. A large 
proportion of the goods exchanged between Czechoslovakia 
and Greater Germany would remain unaffected by economic 
measures adopted by Berlin. Thus, for instance, an appreciable 
part of Czech exports to Greater Germany consists of certain 
gods which Germany needs and will continue to need. These 
include, above all, foodstuffs and raw materials which cannot 
be obtained on equally favourable conditions elsewhere. In 
addiiton, the dependence of Greater Germany gn Czecho- 
slovakian imports'is also governed by the fact that Czecho- 
slovakia is a purchaser of German goods to an approximately 
equal extent, so that trade is interdependent. Any attempt 
to injure Czechoslovakia economically would, in practice, lead 
to Germany losing a correspondingly important market for 
her own goods. For the rest it may be assumed that Czecho- 
slovakia, if compelled to obtain from other markets goods 
hitherto bought from Germany, would be able to obtain 
valuable concessions elsewhere for placing that part of her 
own exports which was formerly directed to Germany. 

On the other hand, it must be clearly realised on the 
Czech side that the Anschluss will lead more or less auto- 
matically to the loss of certain markets, particularly in 
Austria. This will include in all probability the whole of the 
Czech exports of coal to Austria. In 1937 they amounted to 
209 million Cz.-crowns out of a total of 878 million Cz.-crowns, 
so that about 24 per cent. of the former export business to 
Austria will have to be regarded by Prague as lost. With 
a view to covering the shortage of Austrian coal requirements, 
Germany set about an expansion of her Upper Silesian coal- 
mining industry shortly after the Anschluss. Similarly Czecho- 
slovakia will probably lose by far the greater part of the 
30 per cent. Czech exports of textiles to Austria, because 
Germany will endeavour to supply Austrian textile requirements 
by home production and particularly by means of synthetic 
products. If all these factors are considered, it will, however, 
have to be admitted that only a relatively small part of the 
total Czech exports may be seriously affected by the Anschluss. 

A very much larger part of the commercial relations with 
Greater Germany, which are not per se absolutely vital to 
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Czechoslovakia but existed until 1937, would be seriously 
endangered if, for motives not strictly economic, Germany 
were to attempt to restrict trade with her South-Eastern 
neighbour. In that case, however, the transfer of Czech 
exports to other countries would, in all probability, not entail 
insuperable difficulties. 


Shortly before the Anschluss it was shown by the example 
of the new Commercial Treaty entered into between Washington 
and Prague on March 7th, 1938, that Czechosloyakia can count 
upon concessions from countries possessing uncontrolled 
currencies. . In this Commercial Treaty the U.S.A. have 
not only taken into account Prague's old request to recognise 
the so-called ** Danube Clauses ” (i.e., not to regard preferential 
duties agreed upon by Prague with Hungary, Roumania and 
Yugoslavia in the Central European exchange of goods as an 
infringement of the most-favoured-nation clause) as being in 
the interests of Central European co-operation ; Washington 
has also conceded very considerable reductions in duty on 
nearly all items. These tariffs reductions amount, in the 
majority of cases, to 30 to 50 per cent. of former rates. After 
Germany, the United States have already become one of the 
best customers of Czechoslovakia; as against Czech exports 
to U.S.A. of 428 million Cz.-crowns in 1933, a value of 
1,112 million Cz.-crowns has been reached in the year 1927. 
Simultaneously,the purchase of U.S.A. goods by Czechoslovakia 
was more than doubled in value. 


The position is similar in Czech trade with Great Britain, 
the Dominions, South America, etc. ; the flexibility of Czecho- 
slovakian commercial policy during the last few years has 
increased to such an extent that the dependence of Prague 
upon strictly economic decisions of Berlin need no longer be 
taken too seriously to-day. 


Much more difficult are problems which may arise for 
Czechoslovakia as a result of the Anschluss in regard to commu- 
nications, particularly in transit questions. Here, perhaps, are 
to be seen the most important economic consequences of the 
Anschluss. They are by no means confined to Czechoslovakia, 
but are a serious factor for the remaining Danube States, 
although the» latter, as a result of direct access to the sea 
(as in the case of Yugoslavia, Roumania and Bulgaria), are not 
confronted with such great problems as Czechoslovakia. 
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These problems, the importance of which cannot be 
denied, must, however, be reduced to their proper proportions. 
As the most important industrial areas of Czechoslovakia, and 
particularly of Bohemia and Moravia, are now separated by 
German territory from the large seaports of 'Irieste and 
Hamburg, the opinion was expressed immediately after the 
Anschluss that Germany could and might strangle Czecho- 
slovak exports and prevent the transport of our export goods 
to the sea by increasing transit rates and by other measures, 
possibly in co-operation with Italy. í 

It must in the first place be borne in mind that Czech 
industrial areas have, 1n the past, always been geographically 
so situated that she had the option, if preferred, of using the 
ports of Hamburg or Trieste according to the tariff adopted by 
Germany, Austria and Italy. Shortly after the Anschluss, 
Germany cancelled the special arrangements formerly made by 
Austria with Italy, in order to secure for German North Sea 
ports the carriage of Austrifn goods (which had previously 
enjoyed a privileged position in Trieste). Similar measures 
were also feared in regard to Czech goods. They have, however, 
so far proved to be groundless. 


Added to the loss of Austrian freight business, such 
a` further measure on the part of Germany would have 
completely paralysed Trieste, and attempts of this nature 
encountered the strongest resistance in Italy. On April 27th 
the situation was summed up in an official statement by the 
m AS Czech quarters—namely, the Central Railway 

uncil :— 


“ In relation to recent events, various conjectures have 
been put forward regarding the further development of 
our transport with the seaports. Moreover, doubts were 
expressed as to further restrictive regulation of our traffic 
in Trieste. These fears, which were entirely unofficial, 
frequently differed from each other. The Czechoslovakian 
Railway Administration do not regard the future situation 
pessimistically. They are perhaps entitled to do this 
because they are acquainted with the traditional desire of 
the German Railways Administration for a-genuine and 
a constant collaboration with Railway Administrations 
abroad and also with their business acumen.” 
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A method was actually adopted by the Reichsbahn which 
neither excluded, nor added to the cost of, the transit of Czech 
goods to Trieste or of imported goods intended for Czecho- 
slovakia. It is true that Austrian rates were converted from 
Schillings to Reichmarks at the unfavourable legal rate of 
exchange of 1:50 S. equals 1 Rm. As an offset, however, these 
rates payable in Reichmarks were reduced according to the 
various types of goods by from ro per cent. to 25 per cent., 
and this led at the same time to an approximation of the Austrian 
goods rates to the German tariff system, which was indeed 
considerably cheaper than the previous Austrian rates. As the 
freights, moreover, can be paid for at the most favourable rate 
of the Czechoslovak-Austrian Clearing (x S. : 5: 40 Cz.-crowns), 
the carriage of Czech goods to Trieste, contrary to the pessi- 
mistic views expressed at first, had in no way increased in 
cost but had even been reduced by 10 to 25 per cent. 


If Germany had decided this whole question without 
regard to strictly economic considerations, or even without 
regard to Italian interests, there.would still be the possibility 
of consigning Czech goods through Hungary. The Hungarian 
railways running from Czechoslovakia to Adriatic ports traverse 
the extreme West of Hungary, so that here there would have 
been no marked increase 1n cost. 


As a second transit route which does not touch Germany, 
Czechoslovakia still has the possibility of consigning goods 
via the Danube to the Roumanian port of Constanza, where 
excellent modern developments will soon be completed. 
English, French and Dutch sea-going freighters have for some 
considerable time past been carrying an appreciable part of 
total Czech export goods, particularly of course the cheaper 
and heavier goods. 


Thirdly, railway transit is available through Poland and 
the Port of Gdynia, which has assumed ever-greater importance 
for Czech goods during recent years, and Poland has in 
many cases granted appreciable concessions in rates to 
Czechoslovakia, thus incteasing the importance of the Czech 
free port 1n Gdynia. 


These three routes would have afforded an important 
collateral security to Czechoslovakia if Greater Germany had 
actually attempted to cut her off from Trieste by rendering 
transit via the Austrian railways difficult. 
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As a result of the Anschluss not only has transit through 
Germany become more important for Czechoslovakia, but, at 
the same time, the importance to Germany of facilitating the 
transit of German goods through Czechoslovakia has largely 
increased. 

Trade relations between Silesia and the territory which 
formerly comprised Austria have now become very important 
because Germany is endeavouring to cover Austria's coal 
requirements by developing her coal mines in Upper Silesia. 
If it were decided not to convey through Czechoslovakia goods 
in transit from Silesia to Austria and to transport them by 
German railways, then a distance four times as long would 
have to be covered in the detour via Silesia, Saxony, Bavaria 
and Austria, which would imply considerably higher costs of 
transport. 

Precisely as a result of the Anschluss, Germany needs 
Czechoslovakia at least to the same extent as Czechoslovakia 
needs Germany. In contrast to the pessimistic views expressed 
at first, prophesying serious. economic consequences of the 
Anschluss for Czechoslovakia, it may be said that all these 
problems can be solved by goodwill and mutual compromise 
and, in part, have already been solved. At the conclusion of 
this article methods are suggested whereby Czechoslovakia 
might develop her economic relations with Western Europe. 
Any such development should be on lines complementary to 
the maintenance of progressive and friendly economic relations 
with Germany, 
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Before discussing the consequences of the Anschluss upon 
Hungary, Yugoslavia, Roumania and Bulgaria, it is necessary 
to warn the reader against one common error. I have attempted 
to show that the threat to Czechoslovakia and to the Danube 
States in general by compulsory economic measures following 
the Anschluss, must be regarded 1n its proper proporttons, and 
that any assumption to the effect that the Anschluss implies 
an almost immediate paralysis of the whole trade in the Danube 
Basin, particularly for Czechoslovakia, finds no support either 
in the facts or the figures. On the other hand it would be an 
. error to disregard the prospect that the large-scale economic 

process of German penetration in the Danube Basin will 
be continued and in all probability will be further intensified. 
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Although, for various reasons, the effects of the Anschluss are 
not directed against Czechoslovakia, if must nevertheless be 
admitted that, as a result of the continuation and intensification 
of the penetration process, all the countries of the Danube 
Basin, including Czechoslovakia, will eventually be weakened. 

As a result of the union with Austria, Germany now has 
direct access to the huge wheatfields of Hungary and to the 
agrarian and mineral resources of Yugoslavia. Even to-day 
the share of Germany in the foreign trade of these two Danube 
States, so rich in raw materials, is very great, although it 
may not, as a result of the utilisation of Austrian commercial 
relations, be increased to such an extent as might be assumed 
by merely adding up the aggregate totals of both countries. 
Transport of goods upstream on the Danube is, it is true, 
slow and expensive; but it must be expected that Germany, 
particularly by utilising the Rhine-Maine-Danube Canal, will 
do everything to facilitate this upstream traffic on the Danube, 
and to convince the neighbouring States of Hungary and Yugo- 
slavia that Germany represents by far the most important 
market for the sale of their products. 

The further increase in the already large share of Germany 
in the exports of Hungarian and Yugoslav raw materials will 
undoubtedly increase the economic dependence of these two 
States on Germany, the more so as they will be granted 
"- concessions for their export goods on the former Austrian 
railways. 

All this will, of course, have an effect on Czechoslovakia ; 
the German process of economic penetration, which hitherto 
was comparatively slight in the direction of Prague, will 
presumably be intensified, not directly but indirectly, by means 
of a complete penetration of Hungary and Yugoslavia. 

This situation is fully realised in Czechoslovak economic 
circles and to an even greater degree in official quarters, 
especially since Bulgaria is already dependent on Germany 
in respect of far more than half her foreign trade. In discussing 
the possibilities of economic assistance from Western Europe 
for Central Europe, particular'y for Czechos'ovakia, it is 
emphasised in an authoritative quarter in Prague that Czecho- 
siovakia is far too realistic to assume that such economic 
assistance is to.be expected, for example financially, by means 
of loans, etc. With regard to the policy of commercial assistance, 
it is, however, emphasised that great progress could be made 
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if it were possible for the predominantly agrarian Danubian 
States which possess important mineral raw materials, to divert 
a larger part of their exports to Western Europe and Czecho- 
slovakia. It would appear to be beyond doubt that, from the 
point of view of quality and of quantity, Czechoslovakia is 
one of the countries best able to satisfy the requirements of 
these countries; and, from a purely economic point of view, 
she would be quite capable of competing with Germany. The 
great increase of Czech exports to the West and to overseas 
countries clearly proves this; incidentally, it should be borne 
in mind that this western orientation of Czech foreign trade 
was mainly attributable to the fact that Czechoslovakia lost 
the Danubian markets to Germany. 

If it were possible to sell the agricultural and mineral 
products of the Danubian States in exchange for cash in 
countries where there is no currency control, it would also be 
possible for Czechoslovakia to recover a large part of the 
Danubian markets, which formerly played a decisive part in 
our foreign trade. In this way Czech exports could be 
increased by at least 20 or 25 per cent. of their present value. 

The U.S.A. have already started this process by their 
new Commercial Treaty. The official attitude of the Czecho- 
slovakian Government is thus explained. *“ The question is 
one of counteracting unilateral developments. The best method, 
as in trade in general, of meeting the danger of unilateral action 
is to revert from the primitive system of barter to the large-scale 
form of Free Trade, with some emphasis on the special 
requirements of the Danubian region. We are convinced that 
the agricultural countries possessing a surplus would give 
preference to this method, because the barter system as 
practised in recent years entails disadvantages and dangers. 
During recent years the United States have shown a tendency 
towards a greater measure of Free Trade, and, in so doing, 
as shown by the surpluses of their balance of trade, they have 
not done badly. It would undoubtedly be the soundest policy 
for the South-Eastern countries of Europe.’’* 


GERHARD SCHACHER. 
Prague, May 24th, 1938. 


* Comments in the official “ Prager Presse ” of Ist May, 1938, p. 12. 
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The Money Market.—Some slight disturbance was caused 
early in May by the large-scale withdrawal of French funds 
from London, following the establishment of the " Daladier ” 
franc. To prevent these withdrawals from causing an excessive 
appreciation of the franc, the British Exchange Equalisation 
Account sold large quantities of gold to the French authorities. 
In effect, the repatriation was carried out in this way :—(1r) The 
French holders of London funds transferred their sterling to 
the British Exchange Account; (2) the British Exchange 
Account tfansferred gold to the French authorities; (3) the 
French authorities paid out francs to those who were re- 
. patriating funds from London. 

So far as the London money market was concetüed, the 
net result of these movements was that the Exchange Equalisa- 
tion Account became glutted with sterling. Normally as the 
Account sells gold, it re-invests the proceeds in Treasury 
bills, but on this occasion the Account has had more sterling 
thrust upon it than it could dispose of at once. Hence, for 
the time being, it has had to deposit cash at the Bank of England. 
The effect of this appeared in the Bank return of May 11th, 
which showed that during the previous week public deposits 
had risen by £26 millions, while bankers' deposits had fallen 
by nearly £30 millions. The Bank return also showed a 
contraction of £8-5 millions in the note circulation, in part 
due to French dishoarding, and a reduction of £12 millions 
in Government securities, the latter probably representing 
sales of Treasury bills, or similar transfers, to the Exchange 
Account, 

. This absorption of cash by the Exchange Account, which 
in all probability was initially greater than the Bank return 
suggests, naturally made money less plentiful. For a few days 
there was heavy calling by the French banks in London, and 
also some calling by the British banks. At one time it looked 
as if the market might have to borrow from the Bank of England, 
but the pressure was eased by open-market purchases of bills, 
made with the dual and complementary objects of re-investing 
the Exchange Account’s cash and giving relief to the market. 
The problem of absorbing the Exchange Account’s cash, how- 
ever, is not being solved without delay. The Bank return 
of May 18th showed that public deposits had only been reduced 
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by £8 millions, while bankers’ deposits had only risen by 
£5 millions. Incidentally there was a further reduction of 
£7 millions in Government securities, making a total reduction 
of nearly £20 millions for the previous fortnight. The Bank 
return of May 25th showed little further change. It looks as 
if part of the Exchange Account’s cash is being invested in 
such a way as to narrow the credit base. There is some 
justification for this procedure, for any reduction in the 
Exchange Account's gold holdings means that less credit 
has to be provided by the banking system for the purpose of 
financing those holdings. 

Money rates were comparatively little affectetl by these 
disturbances. Naturally the banks became less keen to buy 
bills, but discount rates remained unchanged at 4 per cent. 
for Treasury bills and 3i—4 per cent. for three months’ bank 
bills. Lenders other than the clearing banks charged more 
for loans against bonds, and up to # per cent. and even higher 
rates were paid, against more normal rates of 4~—8 per cent. 
These changes were insignificant in comparison with a move- 
ment of funds back to Francé of an amount of the order of 
nearly £100 millions. A similar movement ten years ago 
would have forced upon London a penal Bank rate, and might 
very likely have precipitated the suspension of the gold standard. 
'To-day it has been possible to handle it in such a way as to 
create practically no disturbance at all. | 

The success with which this movement has been handled 
can be ascribed to two factors. The first and most important 
is the size of our gold reserves, which are now sufficient to 
cover any likely withdrawals of money from London. The 
next is the new policy, implemented in the Exchange Equalisa- 
tion Account, whereby gold previously brought to London 
by the influx of foreign funds has been prevented from causing 
an equivalent expansion in the supply of internal credit, but 
on the contrary has been held in reserve in anticipation of the 
eventual repatriation of those funds. 

The Foreign Exchanges.— he main event of May was the 
establishment of the Daladier franc, followed by the repatriation 
of a considerable amount of money to France. The new franc 
was initially fixed at a maximum of Frs.179 to the pound, 
compared with a rate of about Frs.r60 during April. This 
fresh depreciation was sufficient to make the franc slightly 
under-valued in comparison with the pound and the dollar, 
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but it was agreed in London and Washington that it did not 
constitute a breach of the Tripartite Agreement. In fixing 
the initial rate at Frs.179, M. Daladier let it be known. that 
this was the upper limit of depreciation, and that every effort 
would be made to bring the rate back to a lower level ; and 1n 
an of fact during the next few days sterling fell to Frs.177-50. 

here was thus every incentive towards a repatriation of 
French money, and for the closing down of previous bear 
sales of francs. There followed a considerable,* though 
temporary, return of funds to France, mostly from London, 
but also from New York and the Continent. An even more 
significant indication of the general change jn attitude was the 
almost complete disappearance of the previous wide discounts 
on forward francs. This repatriation movement, however, 
has proved only temporary, for the internationale political 
tension of the latter part of May caused francs to be offered 
once more, with the spot rate rising temporarily to Frs.179. 
On the other hand, the French authorities have now ample 
gold and foreign exchange resources at their disposal for the 
protection of the franc, while the influx of capital has made 
it possible to float a new Defence Loan of Frs.5,000 millions, 
which will ease the position of the French Treasury. 

Other exchanges were naturally affected by these develop- 
ments. Dollars have consistently strengthened, from $4°98? 
at the beginning of May to $4:944 on May 23rd. Early in 
the month the French authorities were buying dollars with 
part of their newly-acquired sterling resources, while later 
the political tension gave rise to a general European demand 
for dollars. Belgas were seriously affected by the fresh 
depreciation of the franc, which was regarded as increasing 
France's competitive powers against Belgium. The deprecia- 
tion occurred just when Belgium was facing a political and 
budget crisis, which occasioned a change of Government, 
and in some quarters it was believed that the belga itself would 
have to be devalued. In consequence there were heavy sales 
of forward belgas, and at one time forward rates, especially 
for one month, went out to very wide discounts. The Belgian 
authorities met this pressure by raising the Bank rate from 2 to 4 
per cent, and also by official support to the belga, at the 
cost of furthgr but not excessive gold losses. The underlying 
position of the belga is one of considerable strength, and by 
the end of May the market in both spot and forward belgas 
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had definitely recovered. On May 3oth the Bank rate was 
reduced to 3 per cent. Dutch guilders and Swiss francs 
showed little definite change during the month, but were 
affected to some extent first by French repatriation and later. 
by political nervousness. Mr. Chamberlain's statement on 
May 23rd, however, helped the market. German marks and 
Czech crowns weakened against the dollar as a result of the 
tension, and Czech crowns also lost ground against sterling. 


Ihe Stock Exchange—Markets remained dull during 
May, with very*little movement either to buy or to sell. The 
tension over Czechoslovakia reached its culminating point 
during the week-end of May arst, and as markets are closed 
on Saturday it did not give rise to the same wave of selling as 
occurred at the time of the Austrian crisis in March. More- 
over, Mf. Chamberlain’s statement on May 23rd had a re- 
assuring influence upon markets. Nevertheless, the general 
trend during May was downwards, and much of the ground 
recovered between March and April has since been lost. | 

The gilt-edged market remained reasonably firm, and the 
budget had a good reception. The issue, however, of the 
large Australian and London County Council loans had, 
together with their indifferent success, a slightly depressing 
effect. Foreign Bonds were inevitably weak and uncertain. 
Home rails have sagged steadily under the influence of dis- 
appointing traffic returns, and by the end of May were even 
below their worst level of last March. Industrials have been 
dull and weak with the single exception of aircraft shares, 
which have been firm and active. Oil shares were firm at 
times, but the breach with Mexico affected certain shares 
in this market. The rubber and tea share markets have been 
quiet. Gold-mining shares were weak early in the month, 
but considerable speculative buying (mainly professional) 
of one particular share has since imparted fresh strength to 
the market. Base-metals were firm up to the middle of May, 
but Bat market was always quiet and prices have: latterly 
receded. 


Overseas Trade.—Compatisons relating to last April's 
trade returns are to some extent affected by Easter, which fell 
in March last year and in April this year. Nevertheless, 
as the following table shows, April has witnessed a further 
shrinkage in British overseas trade. 
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Mar., 1937 Apr. 1957 Mar., 1938 Apr., 1938 


l £ millions 
Imports ... T 82-9 83.0 84-9 73°7 
British exports ... 43-5 43-0 42-2 | 3T3 
Re-exports sts 6-7 7-3 5.5 5:0 
Total exports... 50-2 50-3 47- 42:3 
Import surplus ... 32-7 32° 37°2 31°4 


Milieu miii eee e mme paee * 


Compared with April, 1937, raw material imports have 
fallen in value from £26-0 to £21:5 millions, but this decrease 
is fully explained by the intervening decline in prices. Imports 
of wool, petroleum, wood pulp, rubber, copper and tin were 
greater in volume than in April, 1937. Exports of British 
goods were in most cases lower, both in value and volume, 
than they were a year ago. 

The returns for the first four months of 1937 and 1938 
are summarised below :— 





Increase (+) 





Description Jan.-Apr., or 
195 Decrease (—) 
£ mn. £ mn. £ mn. 
Total Imports say bak tis 312.5 318-4 + 5-9 
Retained Imports ... se es 286-5 297-6 4H11:1 
Raw Material Imports ine a 98-8 93-6 — 5:2 
Manufactured Goods Imports — ... 81.7 84.8 + 3-1 
Total Exports, British oe coe 164.1 158.1 — 6-0 
Coal Exports .. oe 10-4 11-7 + 1:3 
Tron and Steel Exports a 2 14.7 15-3 + 0-6 
Cotton Exports 22:6 18-3 — 4-3 
British Manufactured Goods Exports 127-1 125-2 — 1-9 
Re-exports ... s 26-0 20-8 — 5-2 
Total Exports. ... iis E 190-1 178-9 —11:2 
Visible Trade Balance -— woe |  —122:4 —139.5 —17.1 





Total imports are only £5:9 millions higher than last 
year, while raw material imports are £5-2 millions lower. 
Both these returns, of course, are affected by the year's fall 
in prices. On the: other hand, exports of British manu- 
factured goods, which are less susceptible to price changes, 
have shrunk in value by £1-9 millions, mainly because of 
heavy declines in exports of cotton and wool yarns and manu- 
factures. The adverse visible trade balance is now only 
£17-1 millions greater than last year, and in this respect 
April witnessed a small improvement. 
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Commodity Prices,.—After their appearance of greater 
firmness during April, British wholesale prices have in May 
fallen once more. The total decline during the month was 
2:4 per cent, the index falling from 122-9 to r20:0. The 
general tendency 1s to ascribe this fresh recession to the absence 
of any business recovery in the United States, and it is certainly 
true that President Roosevelt’s Easter programme of reflation 
has so far not had the smallest effect upon American business. 
On the other hand, American wholesale prices displayed 
during May greater stability than British prices, for the 
American index rose from 116-9 to 117:2, or an increase 
of o-3 per cent. There has been a fresh increase in French 
wholesale prices, from 139:9 to 145°8. This amounts to 
4*2 per cent., which so far is insufficient to offset M. Daladier's 
. new depreciation of the franc. 

In England the official cost-of-living 1ndex rose during 
April from 54 to 56 per cent, and the retail food price index 
from 37 to 39 per cent. above their pre-war level. Increases 
are abnormal during April, for the seasonal trend is then 
usually downwards. The “ Tabour Gazette ” states that there 
were advances in the prices of eggs, butter, bacon and potatoes. 
These were probably traceable to the wide-spread lack of rain. 
The net result is that at the end of April the cost-of-living 
index was five points higher than the previous year, while the 
retail food price index was three points higher. There have 
also been increases during the past year in the indices relating 
to rent and rates, clothing, fuel and light, and miscellaneous 
items. 
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Home Reports 


The Industrial Situation 


As was anticipated in the previous issue of the REVIEW, 
the statistics relating to the general course of business show 
that there was a further recession during April. The Economist’s 
index number of business activity, published at the-end of 
May, was only 105 for April, compared with 108 in March, 
and rog} in April last year. The recent peak figure was 1133, 
touched in August and September last. Furthermore, the latest 
reports from abroad show that the recession is spreading. 
There has been no recovery in the United States. The 
Scandinavian countries, which previously had remained active 
are now forwarding less hopeful reports. The primary 
producing countries, such as Argentina, have reached the stage 
where the falling-off in their exports is becoming reflected in 
a contraction in their imports. Even Germany, where internal 
activity is maintained, has experienced a contraction in her 
exports during the current year. | 

In England, the April employment returns failed to 
register the normal seasonal improvement. Coal production 
and exports were shrinking, and there was a marked drop in 
the output of iron and steel, only partially explained by Easter 
interruptions. Engineering remains reasonably active, partly 
because of rearmament, but the shipyards still need new orders 
for commercial tonnage, Apart from a better tone in the 
wool market, the textile industries remain depressed. Retail 
trade for March and April (these months are combined in 
order to eliminate Easter disturbances) was only 2:9 per cent. 
greater in value than a year ago. In view of the intervening 
rise in retail prices, this small increase probably indicates a 
decrease in volume. 

Among more general indications, wholesale prices are still 
falling and shipping freights are also weaker. Electric power 
consumption is well maintained. There is a moderate but 
sustained demand for industrial chemicals. Employment in 
the building trades keeps up well, but plans passed last April 
were in value 24: 1 per cent. below those of the previous year. 
It looks as if*the industry has become increasingly dependent 
upon Government contracts. Railway goods and coal traffic 
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receipts have recently been shrinking. The volume of raw 
material imports, though less than in the autumn, compares 
favourably with that of April, 1937, but exports of British 
manufactured goods are smaller in volume. 

A month ago it was suggested that the long-term outlook 
appeared a little more favourable, but that recovery would 
take time to develop. Since then fresh tension has developed 
in the international political field, and this is bound to affect 
the course of business. On the other hand, more recent 
indications suggest that the downward trend of business may 
have been partially and temporarily checked during May, 
though the weakness of commodity prices and the dearth of 
new orders in many trades are ominous factors. To-day it 
looks as if recovery has been deferred at least until the autumn 
and mere probably until next year. In the meantime, a further 
recession must be expected, which will only be partially off-set 
by the relative activity in those industries employed on 
rearmament, 
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Agriculture 


England and Wales.—According to an official report at 
the beginning of May the growth of wheat had been retarded 
by the dry weather and cold winds during April. Well- 
established autumn-sown wheat was keeping colour reasonably 
well, but some of the later-sown wheat had lost colour and 
was a thin plant. Barley and oats have germinated well, 
but rain is badly needed. Conditions generally were favout- 
able for spring corn sowing, except on the heavier soils, where 
a good tilth has not been obtained. Good progress has been 
made with potato planting, but the dry weather, frosts and cold 
winds of April retarded the growth of the crop. The prepara- 
tion of the land for root sowing was more forward than usual 
at the beginning of May, and fair progress has been made with 
the sowing of mangolds and beet. Latterly, however, sowing 
in some areas has had to be suspended on account of the lack 
of moisture in the soil. The fall of lambs has been well up 
to average. Growth on pastures has been checked, and they 
are now very bare. Cattle and sheep, especially out-wintered 
cattle, have done well. Milk yields have been difficult to 
maintain, and in a number of districts some artificial feeding 
is necessary, 
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Scotland.—Although the prolonged drought broke for 
a few days in the middle of May, most districts are still in need 
of moisture, and a continuance of drying winds has hindered 
growth to some extent. A fair amount of re-sowing has been 
necessary and pasturage 1s still very backward. In the livestock 
markets fat and store cattle and fat sheep and lambs have been 
less plentiful, and prices tended firmer, but calves and fat 
and store pigs were forward in greater numbers. The produce 
markets found barley and oats in some demand, but wheat 
easier, while potatoes lost something of their recent rise. 


Coal . . 


Hull.—Controlled prices for export in this district are 
still far from being competitive with those for Continental 
coals, and are also considered by buyers to be too“dear in 
comparison with qualities produced in other British exporting 
districts. New business is therefore slow to develop, and 
shipments continue to be mainly on contract account. Inland 
industrial demand is less pronqunced, while domestic coal is 
experiencing a seasonal decline. Prices are a little easier in 
all sections. 

Newcastle-upon-Tyne.—In the struggle to maintain 
schedule prices business has been considerably reduced in 
volume, and many collieries are working part time. 
Contractors hampered by control are unable to keep their 
commitments to the collieries. The position should improve 
when the Baltic shipments begin, and buyers abroad, who 
are at present holding off, cover their requirements for the 
remainder of the year. Stocks in the coke market are large, 
and enquiry for both prompt and forward delivery is scarce. 

Sheffield.—Industrial fuels are in good demand, but there 
is evidence of a decrease in consumption, The export market 
is dull and forward business scarce. There is a seasonal 
slackness in the market for household fuels. 

Cardiff—Business in the South Wales coal market is 
still very quiet, and interest in forward deliveries continues 
extremely poor. Collieries are in need of orders for all types 
of coal, and stoppages at the pits are increasing owing to the 
lack of new business. 

Newport.—Collieries have suffered from a decline in 
foreign shipments and also in home demand, It is clear 
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from the increased shipments from Poland and Germany, and 
the low prices quoted by these countries for overseas contracts, 
that, failing an international agreement, South Wales must 
either cut prices with or without Government assistance, or 
see its export trade still further reduced. Many foreign buyers 
are delaying their orders in the hope of getting lower prices. ` 

Swansea.—The anthracite market shows a slight improve- 
ment, Best qualities of large are not quite so slow, and second 
qualities are moving quietly. Third qualities are receiving 
considerable attention, and supplies are very difficult to stem. 
Among broken coals, first and second qualities are moving 
quietly, but infexior coals are very fully stemmfed for the 
Canadian market. The smallest sizes are also very fully 
stemmed and continue to command firm prices. Conditions 
in the Steam coal market are rather quiet. 

East of Scotland.—Collieries in the East of Scotland have 
difficulty in finding markets for their products, and trade is 
distinctly dull. On both sides of the Forth screened steams 
have been fairly steady, byt second qualities and trebles 
are easy. 

. Glasgow.—There is a seasonal slackness in the inland 

demand for household coal. Export orders are also scarce. 
Stocks are therefore very large, and not a few of the pits in 
the East and West of Scotland are idle. There is still a distinct 
lack of new business with foreign countries, although exporters 
are receiving a good many enquiries. Importers abroad are 
not disposed to contract for forward supplies, but are restricting 
their purchases to coal, chiefly nuts, for early delivery. Washed 
nuts are in rather better demand for shipment, mainly to the 
scandinavian countries. Sized fuel is also steadier in tone, 
owing to the curtailment of production at the collieries and 
the consequent reduction in the tonnages dealt with by the 
washeries. Ayrshire is the only busy district in Scotland, 
where the collieries are well supported with inland and 
coastwise shipping orders, and are in practically no need of 
business except in steam coal and treble nuts. 


Iron and Steel 


Birmingham,—Orders are being worked off in all sections 
faster than new business is coming in, and in many instances 
rolling mills are on short time, particularly those connected 
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with small bars and strip. Producers in the heavy section 
are once more in need of orders, but more business 1s expected 
to be forthcoming after the turn of the half-year. On May roth, 
after a meeting of the Pig Iron Producers' Association, it was 
- announced that prices of forge and foundry pig-iron would 
remain unchanged. Some reduction had been anticipated, and 
buying has been at a low ebb, but it is expected that foundries 
will have to come on the market again, and there should, be 
some revival in this section, ° 


Newport.—1ron and steel imports totalled’ only 3,000 tons 
in April, against 32,400 tons in March, and 14,300 tons 
a year ago. The decrease was to a large*extent due to the 
absence of arrivals from Canada. These are likely to be 
resumed in May. Exports amounted to 16,200 tons, compared 
with 15,800 tons in March and 16,400 tons in April, 1937. 


Sheffield.— There is a distinct absence of new business in 
almost every branch of the steel trade, the sole exception being 
the stainless steel section. Works are busy executing orders 
which had accumulated, but the forward position is not too 
healthy at the moment. The scrap market is decidedly quiet. 


Tees-side.— The recession since the beginning of the year 
is now evident in all sections. In the pig-iron section six 
furnaces have been put out of operation since January, in an 
endeavour to check the growth of stocks accumulated at the 
works. The reimposition of the import duty on pig-iron 
should assist makers of foundry and basic iron, but stocks 
are so heavy that it will be some time before the advantage 
of this step is felt. Output of heavy steel is quite well 
maintained, and orders on hand are considerable. New 
specifications are not coming forward so freely, however, and 
a big reduction in the call for shipbuilding materials is 
inevitable. Light steel products, particularly sheets, are in 
poor demand. In addition to less active home requirements, 
enquiries from overseas have fallen away appreciably in 
recent weeks. 


Swansea,—The tinplate market continued to be very quiet 
during April. The reduction in prices at the end of the month 
did not stimulate business, and the demand remained very 
weak, The works have been far from busy, and were only 
able to operate at approximately 37°45 per cent. of capacity. 
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Glasgow,—Makers are perturbed at the difficulty they are 
experiencing in finding buyers for their products. In the 
heavy steel branch, which is largely dependent upon orders 
from shipbuilders, old contracts are being completed more 
rapidly than makers are increasing their bookings. The works 
are still busy in the meantime, but deliveries are obtainable by 
customers much earlier than was possible during the boom 
period. Makers of sheets are operating at much below capacity, 
but owing to the increasing demand for motor cars and the 
improvement in-house building they are confident that business 
will improve. Export orders for black and galvanised descrip- 
tions are very scarce. Tube makers are quiet, and* orders are 
badly needed in the steel re-rolling and bar iron sections. 
Makers in the pig-iron section have been handicapped by the 
large imports from the Continent, but now that the duty has 
been re-imposed the effect of these heavy foreign stocks 
should be gradually counteracted. 


Engineering ; 


Birmingham.—There has been some improvement in the 
motor trade, but business is much below last year and is 
chiefly in the smaller type of car. A good demand for second- 
hands is reported. Makers of motor cycles are slack, Exports, 
except to the Colonies, are difficult, 

Bristol.—Employment in the building industry has been 
good, and there has been a particularly heavy demand for 
painters. The position in the constructional and general 
engineering sections is also good. Aircraft manufacturers are 
extremely busy. 

Coventry.—The seeming lack of confidence seems to be 
disappearing, and the recent trade set-back is less noticeable. 
Heavy industries are fully employed, particularly engineering 
shops engaged on rearmament work. Motor firms are again 
for the most part in full production and substantial orders 
for commercial vehicles are on hand. Exports continue to 
improve, but the increase in imports of German cars cannot 
be viewed with equanimity. Trades subsidiary to the motor 
car industry have felt the recent reduced activity in that trade, 

Leicester.—Some sections are still working at high pressure, 
but others are definitely quieter than a month ago. Export 
trade 1s only fair. 
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Manchester.—Business in the machine tool and electrical 
instrument trades continues very active. Heavy engineering 
firms are still busy on existing contracts, but new business is 
slow in coming forward. l 


Sheffield:—Most firms are well employed, with plenty of 
work on hand, but new business shows a decided slackening. 
The production of precision tools and engineers’ small tools 
continues on a large scale, and many departments are pressed 
for deliveries. Makers of hacksaws, twist drills and joiners’ 
and woodworking tools report heavy order books, and the 
seasonal production of agricultural and garden tools is well up 
to average, Export trade remains at about the same level 
as a year ago. 


Wolverhampton.—' he rearmament programme continues 
to stimulate business in a number of establishments, and 
general engineering is, on the whole, satisfactory. Electrical 
plant and machinery is in good demand. Building is somewhat 
quieter, although Government work in the vicinity of the town 
is substantial. Suppliers of comercial and passenger vehicles 
are busy, but the motor accessory trade remains below normal. 


Glasgow.—The position shows no material change. Ship- 
builders and owners still disagree regarding building costs. 
Practically no cargo boats have been ordered for months past, 
and unless the differences of opinion can be composed there 
are likely to be many empty berths in the yards of builders of 
cargo vessels in the near future. There is still an abundance 
of Admiralty work. 


Metal and Hardware Trades 


Birmingham.—The quieter conditions in the non-ferrous 
metal industries continue, but makers for aircraft are better 
occupied. The copper market is unsettled, and exports are 
dificult. The hardware’ and hollow-ware trades are only 
moderately well employed. 


Sheffield.—Conditions in the cutlery trade remain quiet, 
The production of table knives is below normal for the time 
of year, while the spoon and fork sections are only fairly well 
employed. The scissor and safety razor blade sections report 
an improvement in business. Exports show a decline as 
compared with a year ago. 
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Wolverhampton.—'The sheet metal trades are generally 
= Eum Hollow-ware, however, is in only moderate 
emand. 


Chemicals 


Business in the home chemical market has been fairly 
good. Enquiries for industrial chemicals have been mainly 
for small quantities to cover immediate requirements, but the 
tone of the market is good and prices are maintained. There 
has been quite a substantial business in refined coal tar for 
road making, but in other directions the coal tar products 
market is still quiet. A small but steady business has been 
transacted in pharmaceutical and other fine chemicals. There 
has beeg a good demand for most wood distillation products, 
although acetates of lime and wood tar have been dull. Over- 
seas trade during April was disappointing. Exports of 
chemicals, drugs, dyes and colours were £341,454 less in 
value than in April, 1937, while imports showed a decrease of 
£219,078 compared with a year ago. 


Cotton 


Liverpool.—There has been no improvement in the cotton 
trade and the “ spot” market continues depressed. The 
consumption of American cotton by world spinners for the 
season to May 14th was 9,420,000 bales, or two million bales 
fewer than for the corresponding period of last season. On the 
“ futures" market current month's prices show a decline of 
15 points. An interesting feature has been the large-scale 
“ hedging ” of outside growths and the comparatively plentiful 
supply of contracts. Every factor in market conditions seems, 
at the moment, to be contributing to the “ bearish " situation, 
and the following comparative figures with estimates for the 
current season are an important commentary in this connection. 


WORLD CARRYOVER OF COTTON (IN BALES) 
American Outsiders All Growths 


1931-32.  ... os. 13,263,000 5,073,000 18,336,000 
1935-36 ... ... 6,998,000 6,651,000 13,649,000 
1926-37  ...  .. 6,255,000 7,078,000 13,313,000 
1927-38 ...  ... 13,400,000 10,000,000 23,400,000 


LÀ 
The intensive cultivation of the new American crop is proceeding 
under favourable weather conditions; 29,000,000 acres will be 
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fully planted, whereas it had been originally intended to restrict 
- cultivations to 26,384,000 acres. 

Monchester.—A further shrinkage in demand is reported 
on all sides, Exports of yarns in April showed the very 
considerable decrease of 3 million pounds below those of the 
previous month, and 44 million pounds compared with a year 
ago. Trade in the cloth market is extremely disappointing, and 
any business available is for small lots for immediate delivery. 
Exports to British West Africa, according to Board of Trade 
figures, show a very large fall, and several' other countries 
have reverted to their 1936 turnover. 


Wool 


Hawick.—The Border tweed trade is still depressed, and 
short time is general at the mills. The hosiery and underwear 
sections are also dull, the summer trade not having come up 
to expectations, and the usual quota of employment is only 
three days per week. Spinners and dyers could both cope 
easily with more orders, . | 


Other Textiles 


Dundee.—Conditions in the jute trade are very slow, and 
spinners and manufacturers find it difücult to obtain new 
business. Orders have now been placed for sugar pulp bags, 
but this will not affect the position to any material extent. 

Dunfermline—In the Fifeshire linen trade conditions 
remain quiet, although some orders of moderate dimensions 
are always coming forward. The raw material is steady, but 
while a certain amount of business is being done in the fibre, 
spinners generally are not showing much interest. Dry spun 
flax and tow descriptions show no 1mprovement. 


Clothing, Leather and Boots 


Bristol—There has been a slight seasonal increase in 
unemployment in the boot and shoe trade. Trade, however, 
is fairly good. In the clothing trades the ready-made and 
wholesale bespoke sections have been busy, and a number of 
temporarily stopped workers have been recalled. In other 
branches of the industry unemployment is almost negligible, 
and vacancies for certain types of skilled women workers 
remain unfilled. | 
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Leicester. — Trade in boots and shoes is very quiet, but 
there was some 1mprovement during May compared with the 
previous month, Business in hosiery, although still very slow, 
has also taken a turn for the better. 


Northampton.—Demand for boots and shoes from con- 
sumers appears to be increasing, but orders from the retailers 
to the manufacturers are still small. | 


` Walsall—Tanners remain slack and prices are low. The 
fancy leather trade is quiet, and glove makers are restricting 
production in view of possible tariff changes. Demand for 
sports goods is also quiet. . 


Shipping 

Bristol,—lmports of grain and timber during May were 
below those received both during the previous month and in 
May, 1937. Other commodities showed some fluctuation, but 
were generally up to average. Stocks of grain and other goods, 
except timber, on hand at thg docks were lower than usual 
for the time of year. 

Hull.—Yhe freight market remains extremely quiet. 
Tonnage is in plentiful supply, and rates are easy for all 
directions. 

Liverpool.—Rates have been maintained, but owners are 
still slow to respond. Outward coal freights are moderately 
active, while on the time-charter basis a fair enquiry has been 
experienced for the American trades. 

Newcastle-upon-Tyne-—There has been a rather better 
enquiry for the Mediterranean, and owners have secured 
from 6d. to 9d. over April rates. The Baltic and Bay sections 
have been quiet but steady. Rates in the coasting market 
ruled generally in favour of shippers, 

Southampton.—The returns for the quantity of traffic 
dealt with at the docks during April, compared with the same 
period of 1937 and 1938, are shown below :— 


April April April 

1936 1957 1938 
Gross Shipping Tonnage (Inward)  ... 1,374,129 1,429,552 1,377,571 
Net Shipping Tonnage (Inward)  ... 742,107 768,544 158,292 
Tons of Cargo ias (Inward)  ... 50,573 61,919 52,317 
Tons of Cargo .. (Outward)  ... 28,676 39,611 31,830 
No. of Passengers... (Inward)  ... 17,185 16,987 16,736 


‘No, of Passengers ... (Outward)... 14,922 13,107 15,454 
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It must be remembered that the returns for the early 
part of 1937 were influenced by Coronation traffic. The 
heavy recent eastbound movement of passengers on the 


North Atlantic routes has resulted in exceptional activity at 
the docks. 


Cardiff.—Yhe freight market is improving. Owing to 
the scarcity of tonnage, rates are hardening, especially for . 
Mediterranean destinations. . 


Newport.—Freight rates have declined still,further. There 
has been a corresponding increase in the shipping laid up in 
British posts, and also in the number of vessels waiting for 
cargoes abroad. The 1929 level, which was the basis of the 
Government's subsidy scheme, has already been passed in the 
downward trend of freight rates. °° 


Swansea.—The demand for tonnage has been extremely 
quiet for all directions. Owners have offered tonnage for the 
small supply of orders quoting very freely, and rates have 
consequently not improved. , 


East of Scotland.— here were only a dozen vessels on 
loading turn at the Forth coaling ports at May roth. Leith 
dock returns for April were mostly below those of a year ago, 
but grain imports showed a substantial increase. The freight 
market is quiet, with enquiry mainly from the Baltic. Rates 
are unchanged. 


Foodstuffs 


Liverpool, grain.— Wheat “ futures” closed at 6s. 71d. 
per cental—a fall of 24d. on the month, The seeding of the 
spring wheat in North America progresses satisfactorily and 
earlier fears of delayed germination have been dispelled, 
Given normal weather conditions the United States crop should, 
on an acreage basis, reach 240 million bushels, whilst in Canada 
reports suggest a reduced acreage of approximately 23 per cent, 
on the 1937 figure. The Bureau report of the United States 
winter wheat belt was so far satisfactory as to foreshadow an 
increase of 28 million bushels on the previous month's estimate, 
and a crop of 754,000,000 bushels. A reduction in the 
Australian acreage 1s anticipated, but seeding conditions in the 
Argentine are very satisfactory. In the United Kingdom and 
on the Continent spring wheat 1s being adversely affected by 
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dry weather, but the European winter wheat has not suffered 
severely, except in the Mediterranean area. The demand for 
maize has not been maintained, and prices have fallen to 
7S. Sd. per cental, compared with 7s. 114d. per cental on 
April 2oth. 

Liverpool, provisions.—Continental bacon has met with 
a steady market, with supplies going into consumption satis- 
factorily, while American hams have been firm at slightly 
higher prices. The consumption of lard shows signs of 
improvement at the reasonable prices now ruling. There has 
been a satisfactory demand for canned meats and fruits at 
unchanged prices» The butter market has been firm and in 
the Empire section an appreciable advance in prices has taken 
place. Cheese prices remain steady. 


Fishing 


Brixham.—Landings of wet fish for April amounted to 
1,984 cwts., valued at £3,616, compared with 2,236 cwts., 
valued at £3,646, for the previous month. The good local 
demand has maintained prices well above those ruling at other 
ports. 


Hull.—April showed an expansion of supplies, but the 
record Easter landings, which had become customary of recent 
years, ceased in 1938, owing to the number of boats laid up 
under the voluntary scheme. Prices were well maintained 
until after Easter, when a fairly general decline took place. 
Better supplies of flat fish were available towards the end of 
April, which fetched good prices. Norwegian herrings have 
been in regular supply and have realised satisfactory prices. 


Penzance,—lhe mackerel fishing with the East Coast 
drifters was very good during April. Catches were from 
30,000 downwards, and prices from 16s. to 8s. per 120 fish. 
Cornish liners also had a very good month, trips making from 
fiio to £40 per week. The demand for skate and ray has 
been good, skate fetching up to £6 18s. per score and rays to 
£5 18s. per kit. 

Scotland.—Some progress is now being made at the 
herring fishing in the Moray Firth, and reports from both 
Peterhead and Fraserburgh indicate that the quality, although 
still inferior, is gradually improving. There has been quite 
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a keen demand for both freshening and kippering, with prices 
touching over 40s. per cran. Good landings of white fish 
p been forward at the various ports, with prices steady 
to firm, 


Other Industries 


Paper-making and Printing.—Bristol reports that employ- 
— in all branches of the industry continues to be satis- 
actory. 

Edinburgh reports dull conditions in the paper-making 
trade, due partly to general conditions and partly to a cessation 
of buying following on the accumulation of stocks some months 
ago. The printing branch continues active, and business 
generally is very good. 

Hull reports that the timber market shows littlé change. 
Demand from consumers continues up to average, but this 
is not yet reflected in importers’ sales. Imports are, however, 
considerably lower than last year. Comparison between the 
average price per standard of goods imported during April 
shows practically the same ratio to the wholesale prices of 
building materials generally, as existed in April, 1937, but 
compared with iron and steel prices, softwood is relatively now 
very much cheaper than it was a year ago. Deliveries from 
stock during April were less than those for the previous year, 
but a true comparison is not altogether possible in this direc- 
tion, owing to the fact that the Easter holiday fell in April this 
year, against March in 1937, and also as large quantities of 
goods, particularly in London, were being taken into con- 
sumption on account of the erection of Coronation stands, 
etc., last year. 


316 


Overseas Reports 


Australia 


From the National Bank of Australasia Limited 


Industrial trading and building activities are well main- 
tained. Exports for the nine months to March 31st total 
£95,000,000 and imports £86,000,000 sterling, compared with 
exports £96,000,000 and imports £69,000,000 sterling for the 
same period fast year. The new Government loan of 
£10,250,000 includes £4,000,000 for defence.  . 

A cable received at the end of May states that dry condi- 
tions persist over the greater part of the Western Division of 
New South Wales and also over Northern Victoria. Useful 
to heavy rains have lately fallen in Central and Southern 
Queensland, in Northern and Eastern New South Wales 
and in Western Australia. These have brought substantial 
relief to many pastoral and agricultural areas. A smaller wool 
and lamb production is expected in the forthcoming season, 


Canada 


From the Imperial Bank of Canada 


As indicated by industrial production and general trade 
activities, the business recession continues. Resistance, how- 
ever, is being maintained, and more recently the downward 
trend has been less pronounced. The action of the security 
and other speculative markets still indicates a lack of confidence 
in the renewal of recovery, particularly as regards profit 
margins and the return on invested capital. 

Statistics of iron and steel production, construction, 
output of electricity, car loadings and railway earnings, export 
trade and banking transactions all reflect the reactionary 
trend. Commodity prices have been relatively well main- 
tained. Employment has not been very seriously affected. 
The mineral industries have reflected munitions requirements. 

The crop outlook in Western Canada is the best since 
the dry years. There is plenty of moisture in most districts, 
and there are prospects of a profitable harvest if prices are 
maintained. Parliament is showing a determination to respond 
to public opinion in dealing with the railway and other taxation 
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relief problems. So far the public reaction to the monetary 
policy of the United States has indicated scepticism as to 
its soundness. 

The promise of a balanced budget at Ottawa 1s reassuring, 
though it is realised that it is due to increased taxation rather 
than to retrenchment in expenditure. A $40,000,000 pro- 
gramme of more or less essential public works is regarded with 
mixed opinion. The Government’s fiscal programme 1s not 
likely to prove disturbing. It is expected that any tariff charges 
will be delayed, pending the completion of the trade negotia- 
tions between London and Washington. j 

The trend of the economic index has been downward 
since the high point of the recovery towards the end of 1936, 
Financial factors have continued strong. Banks and other 
institutions continue to place their funds largely in public 
securities. The reactionary factors have included common stock 
prices, stock exchange trading and business operations, Bank 
deposits, which were temporarily affected, have latterly recovered. 
Dividend payments have been satisfactorily maintained. 

a 


India 

Bombay.—Cotton has been weak in world markets, and 
prices are only sustained by the nine-cents loan scheme in 
the United States. The Bombay market has been inactive. 
There is some demand from Europe, but the off-take by the 
Far East is extremely small. 

There is no improvement in the demand for British 
piece-goods, and the recent drop in the exchange has proved 
another disturbing factor. The trade in lighter fabrics, usually 
evident during the Hot Season, has failed to develop. Trade 
in Swadeshi goods has been a little brighter, with steady retail 
clearances. Business in yarns has been poor. Consumers 
hold fair stocks, and have little confidence in current prices, 


Calcutta,—In raw jute there has been little or no change. 
There is a small but steady demand from the mills for low 
quality. The tone is steady. The market in pucca bales has 
fluctuated, opening quiet but with moderate business later 
at lower levels. Prices have been steadier but the outlook is 
bearish. Fluctuations in hessian prices have been narrow, 
but despite*poor demand rates are steady. Local stocks have 
again risen, American consumption figures are disappointing. 
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Negotiations toward a mill-working agreement are still pro- 
ceeding. There has been little activity in heavy goods, apart 
from a moderate Far Eastern demand. The shellac market 
has been dull, foreign demand being negligible. Bysacki 
crop imports in the interior are increasing. The tea market 
is closed. Demand for hides has decreased further and prices 
are steadily declining. 


Burma 


Rangoon.—Rice shipments from Burma this year total 
1,421,000 tons, or nearly the same as last year. Rumours of 
large sales to Japan are unconfirmed, Paddy is still held up 
in the jungle, and sellers are withdrawing, Prices have again 
advanced. Improvement in rice prices was not maintained. 
Only Europe shippers are active, for China and India are quiet. 
The crop 1s expected to be below the Government's estimate. 
The market is steady. Heavy rains have already fallen. 

lhe European timber market continues very quiet, and 
the Indian market dull. In hardware the improvement in 
. off-take has continued. Stocks of some lines are very low. 
Home and Continental prices continue weak, . No improve- 
ment is expected in the Indian situation where stock-holders 
are keen sellers, Dealers are not anxious to buy, as the demand 
is expected to fall away. 


Eire 

Rainfall during April was the lowest within memory. 
The drought, coupled with severe night frosts, had a most 
injurious effect on pastures and cereals. During the first 
fortnight of May a break occurred, and the position, which 
was rapidly becoming desperate, has been relieved at least 
temporarily. With some weeks’ really heavy rains the harvest 
may yet prove bountiful. All seasonal work on the farms is 
well in advance. The sowing of spring cereals was completed, 
the crops germinating well and brairding evenly. Though 
tubers had been used freely for feeding, considerable supplies 
of old potatoes remained at the end of April. The crop was 
‘sown under ideal conditions. Early potatoes made good 
progress but suffered later from night frosts. Livestock are 
reported to be in fair condition, despite the latk of grass. 
Provincial fairs were on the small side, in view of the prospect 
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of better prices. The health of sheep flocks was well main- 
tained apart from outbreaks of sheep scab in two counties, 
now under control.. Market demand was slow and prices 
difficult to maintain. The number of pigs on offer continues 
normal. Breeding stocks are well maintained and still tend 
to increase. | 

The chief interest in the settlement with Britain is the 
removal of the penal duties on cattle and other exports from 
Ireland. The agreed payment of the f£ 10,000,000 tó Great 
Britain is to be met by borrowing. The budget for the current 
year estimates a revenue of £31,505,000 and an expenditure 
of £34,427,000. While there are no reliefs there are no 
increases in taxation. The standard rate of income tax 
continues at 4s. 6d, in the pound. 


France 
From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first four months 
of 1938 was Frs.6,218 millions, compared with Frs.6,a51 
millions in 1937. The trade returns are summarised below :— 


First four First four 
months, 1937 months, 1938 Difference 
Frs, mill. Frs, mill, Frs, mill. 
Imports—- 
Foodstuffs 3,505 4,001 + 496 
Raw Materials 8,027 9,253 +1,226 
Manufactured Articles ... 1,983 2,351 + 348 
Total .. 13,515 15,585 --2,070 
Exports— 
Foodstuffs 1,064 1,260 -- 196 
Raw Materials S 2,525 3,107 + 582 
Manufactured Articles ... 3,675 5,000 +1,325 
Total .. 7,264 9,367 4-2,103 






































The franc value of imports has increased by over 15 
per cent, while that of exports has increased by nearly 
29 per cent. compared with 1937. 

The number of registered unemployed on May 14th was 
355,792, compared with 389,271 at the same time last year. 

Railway receipts from the beginning of the year to May 6th 
amounted to'Frs.4,681 millions, representing an increase of 
Frs.1,069 millions, or 29-48 per cent, compared with the 
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same period last year. It must be remembered, however, that 
rates were increased, 1n July 1937 and again in January this 
year, by approximately 45 per cent. 

The general rise on the Paris Bourse, which began in 
April as a result of the first decrees issued by M. Daladier’s 
Government, continued for two or three days, but the 
market was later unfavourably influenced by the fluctuations 
of.the franc. Early in May the franc was reduced to a value 
of Frs.i79 to the pound, A general upward movement resulted 
from the new monetary policy, and French Rentes improved 
considerably. Bank and industrial shares also improved. 

The new 5 per cent. Defence Loan issued off May 16th 
at 98 per cent. was quickly subscribed. 


Le Havre.—The latest devaluation of the franc has resulted 
in a comparatively heavy turnover on the cotton futures market, 
but the increase in prices only reflects the fall in the franc,- 
The carry-forward of cotton, all growths, will be very heavy, 
but stocks in Havre have fallen from 304,000 bales to 282,000. 
While deliveries have been nfoderate, arrivals have been poor 
owing to the practical impossibility of obtaining good qualities 
of American cotton, 

Price movements in the coffee futures market have 
responded to the further fall in the franc, but turnover has 
been moderately good. Deliveries to the interior have been 
heavy owing to fears of increased import duties, and stocks 
have fallen from 691,000 bags to 566,000. On May 3rd the 
“ Taxe Unique” of Frs.80 per roo kilos. was abolished and 
the “ Taxe de Consommation" was increased by Fr.ror to 
Fr.28r per roo kilos. It is expected that a new agreement 
between France and Haiti will be reached in the near future, 
one result of which will be the entry into France of Haiti 
coffee under tore favourable conditions. 


Lille.— The new devaluation of the franc tends to increase 
rather than to lessen the difficulties of the spinners. The rise 
in cost of the raw material, purchased abroad, has not stimulated 
any new demand for yarns, and prices tend to sag below 
pre-devaluation levels without attracting buyers. Uncertainty 
prevails, and dealers and manufacturers are not yet prepared 
to buy for stock. Hopes are expressed of a revival in the 
export trade with the present low value of the franc, but the 
prospect of increased costs and possible demands for increases 
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in wages is a discouraging factor. Spinners are still fully 
occupied on old contracts on the basis of a 32-hour week, . 
but deliveries are being retarded and stocks of yarns continue 
to grow. 

The price of Russian and Baltic flax has risen as the 
result of the franc devaluation, and for spinners the lag in 
yarn prices is a serious matter. There has been more demand 
for home-grown and Belgian flax, but the question of future 
supplies is viewed with concern, owing to the prospect of 
reduced shipments from Russia and the possibility of poor 
local crops owing to the dry weather of past months. Among 
the weavers,*demand remains on a small scale, and it is only 
orders on Government account which enable present working 
conditions to be maintained. 


Roubaix.—A more confident tone prevails. Low’ prices 
have stimulated purchases of raw wool, but the season is 
already well advanced and there is much leeway to make up. 
Combers are working at over 50 per cent. capacity. While 
there is a good demand for merino and crossbred tops, there 
is a reluctance to sell as local quotations lag behind the . 
depreciation of the franc. Stocks of tops in local combing 
mills were still high at 9,367,000 kilos. at the end of April, 
but by now some of these should have been absorbed. 
French woollen yarns, assisted by the new exchange rates and 
comparatively low tariffs, can now compete favourably in 
Belgium with local products. Preparations for winter require- 
ments in the home hosiery trade are well advanced, and the 
spinning section is working at about 80 per cent. of capacity. 
Piece goods manufacturers are busy on Government contracts 
and ordinary trade in both low-class and fine cloths has revived. 
The tendency is to take small stocks for quick delivery. Forward 
bookings are thus at a low level, but the undertone is healthy. 
As yet there is no appreciable improvement in the export of 
cloth, Unemployment tends to diminish. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 
Antwerp.—lhe recent strain on the Belgian currency, 
added to the difficulties created by the international political 


situation, has had an adverse effect on business. There has 
been a persistent fall in Government securities as well as in 
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industrial shares. Business in raw materials and commodities 
has been restricted, with a downward tendency in quotations. 
The market in wool futures has been very active. Quotations - 
in Belgian francs for distant futures have appreciated by 
IO per cent., but those in pence have shown little variation. 


Brussels.—Business in iron and steel remains very quiet 
with little change. A certain demand has emanated from 
Japan. but the hoped-for improvement has not materialised. 
If, as is expected, the Cartel is renewed, matters should change 
for the better." There is very little alteration in the coal market. 
The demand for house coal continues to be regular, but there 
is no improverthent in industrial fuel. Stocks, however, 
increased less in April than had been anticipated. 


Germany | 

The seasonal upswing in business continues, and during 
April unemployment fell from 508,000 to 423,000. At the 
meeting of bankers on May zioth and rth Dr. Funk, the 
Minister of Economics, hinted that Jews are to be eliminated 
from banking entirely. Only two Jewish banks of importance 
remain, but there are a large number of smaller banks. The 
restrictions on new capital issues for private companies is to 
be relaxed. Industry is to be provided with more bank credits, 
so that in the bank balance-sheets advances will tend to replace 
discounts of “ special bills," The liquidity of the money and 
capital markets may thus be diminished. This change will 
begin to become apparent in the autumn when the first 
“Treasury Certificates " (issued in place of “ special bills ’’) 
mature, Dr. Schacht and others emphasised that the previous 
method of financing had turned out well, and that tax revenues 
now totalled Rm.14,000 millions, or more than twice those of 
1933-34. No reduction in taxes, however, is to be expected. 
Jews have till June 30th to make a specified declaration 
of their property, so that there may be a basis for further 
elimination of Jewish capital from German business. In 
Austria where the Jewish influence in business is widespread, 
this has special significance. ; 

The latest balance-sheet of the Reichsautobahnen Company 
shows that in the last five years Rm.2,110 millions have been 
spent on building the new motor roads. The capital of the 
Reichswerke Hermann Göring has been raised from Rm.5 
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to Rm.400 millions, of which the Government has assumed 
responsibility for Rm.240 millions. Rm.25 millions are to 
be subscribed by private companies operating in the heavy 
industries, and Rm.130 millions will be offered by a group of 
bankers in the form of 43 per cent, Preference shares. 


Holland 


Unemployment declined during April from 420,790 to 
372,435. A decrease at this time of year is a nermal seasonal 
feature, but this year it is very large. The decline has been 
chiefly in tHe building trades and agriculture, which have 
profited from the good weather, while unemployment amongst 
unskilled workers shows an increase. The Government has 
decided to provide useful work for a larger number of the 
unemployed. The increased provision has been fixed tem- 
porarily at 50 per cent. of the number who have been already 
set to work, raising the total figure from 50,000 to 75,000. 

" Ti trade suffered in April a somewhat serious set- 
ack, 
FonEIGN TRADE OF THE NETHERLANDS 
Percentage of 


Imports Exports Imports covered 

by Exports 
1957 1938 1937 1938 1937 1938 
January ... PP 106 119 13 82 68.9 68-9 
February ... in 105 118 79 82 75:2 69-5 
March  ... Lo: 125 120 94 90 75:4 75:0 
April —...  .. 142 115 101 81 71-1 70:4 


má Br Wave APA HAR M 


Total, four months 478 472 347 335 72°6 70-9 


= ern ee 9 


The decline in foreign trade has been associated with a 
fall in the prices of commodities :— 


INDEX NUMBERS OF WHOLESALE PRICES 
(1926/30 == 100) 


Raw Manufactured General 
Foodstuffs Materials Products Index Number 


September, 1936 ... 65°8 48-4 66-1 62-6 
Average, 1937  ... 75:8 69-3 78-8 76-2 
January, 19388  ... 79-0 61:8 78.1 75:2 
February, $938 ... 77:9 59-9  TT:6 74-2 
March, 1938 e. 75:44 59.3 77:0 73-2 


: April, 1938 e T44 58-0 16:6 72:5 
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The cost-of-living index number for working-class families, 
reckoned on a base of roo for the pre-war period, was 138-2 
in im compared with 137:9 in March and 132 in September, 
1936. 

The Amsterdamsche Bank has published statistics showing 
that 125 limited liability companies, with an aggregate share 
capital of Fl.422 millions, earned in 1937 profits of Fl.60:4 
millions, compared with F1.38-5 millions in 1936, or an 
increase of 57 per cent. The average dividend paid rose from 
4°4 per cent, in 1936 to 6-8 per cent. in 1937. 

During the first half of the month the new depreciation 
of the French franc and the pressure on the belga led to con- 
siderable movements of capital. The Exchange Equalisation 
Fund had the situation well under control, notwithstanding 
the repatriation of a large amount of French capital, The 
French withdrawals had practically no effect on the money 
market. 

The recovery of gilt-edged prices has continued and the 
- market for new issues has resumed its activities. 


Norway 


The general index number of the cost of living on 
April 15th was 171 (July, 1914 = 100) or the same as in 
March. The number of unemployed persons on April 15th 
was 29,850, against 34,104 the preceding month and 31,824 in 
April, 1937. The monthly index of industrial production 
(basis, 1925 = roo adjusted for the varying number of working 
days) stood at 118 in March, compared with 133-6 in 
February last and 121 in March, 1937. The March decline 
of 16 points is the most pronounced decline recently experienced. 


Home Market Export Total of 
Industries Industries - Industries 
Year Feb. Mar. Feb. Mar. Feb, Mar. 
1934 i 92 94 LOL 103 95 97 
1935 ae 96 98 116 101 103 99 
1936 ee 103 108 124 104 110 107 
1937 ee 123 125 122 112 123 121 
1938 ous 128 122 144 l 111 134 118 


The wholesale price index for May 15th remains unchanged - 
from the previous month at 154 (basis, 1913 = 100). 
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The trade returns are summarised below. The exports 
show the lowest monthly figure for nearly two years. 


April, March, April, 4months, 4 months, 


1937 1938 1938 1937 1938 
Kr. mill, Kr. mill. Kr. mill. Kr. mill, Er. mill, 
Imports ... ove ul 111-6 107-0 422 398.7 
Exports ... ie 70 66-0 54-2 261 245-9 
61 45-6 52°8 161 152-8. 


AEE Gaetan i aani d Drentnnsaditatita nand Bussunanuusestad p ee 


" An examination of the financial position on January rst, 
1938, shows that if allowance is made for changes in the 
quotations 'of shares, bonds and foreign exchange, the net 
indebtedness to foreign countries declined during 1937 by 
Kr.121 millions. If these changes are ignored, the investigation 
reflects a repayment during 1937 of Kr.rog millions of 
Norwegian foreign 1ndebtedness. 


Sweden 


The Russian offerings of timber, made during the winter 
and spring at abnormally low prices, did not stimulate buying 
in the import countries as had been anticipated by the sellers. 
Therefore at the beginning of May a further and unexpected 
reduction in Russian prices was made.. This took the form 
of a bonus on new purchases, ranging between ros. and rss. 
per standard. The Russian price policy seems to have been 
dictated more by financial difficulties than by the prevailing 
market conditions. Swedish and Finnish sellers have main- 
tained throughout a reserved attitude, and foreign markets, 
with stocks still on hand, have been somewhat sceptical of 
the Russian offerings. Sales from Sweden have been small, 
only England and Holland being buyers. Up to May 15th 
not more than about 325,000 standards had been sold, this 
being an unusually low figure. Sales are expected to become 
more active within the next few weeks, as consumption is 
good and stocks are diminishing. | | 

On the pulp market the same relative stagnation prevails. 
Eresh sales are few, although contracts are being signed for 
new supplies at reduced prices, in connection with the 
conversion or cancellation of earlier contracts. Japan has 
adopted drastic measures to restrict her imports, including 
those of chemical pulp, while in sevéral other countries, 
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such as Germany, Italy, Brazil and Greece, fresh difficulties 
are limiting business. Dealings in mechanical pulp have 
poe ceased, as buyers are now holding substantial 
STOCKS. 

The paper market has been influenced by the fall in the 
price of pulp. Buyers of paper are waiting till their older 
stocks are depleted. On April 27th Scankraft further limited 
production to 65 per cent., Scangreaseproof to 50 per cent., 
and Scansulfit to 25 per cent. of capacity. All are reducing 
their general minimum prices by £3 per ton. A revived 
interest in new business has already been noted. 

On the Swedish iron market some improvement in demand 
has been noticeable, and commercial iron works have been 
receiving an increased supply of orders. This brightening is 
looked: upon as somewhat unreliable, but employment is 
expected to remain about the same. A 5-kronor reduction in 
the price of Swedish scrap has been effected, and the supply 
of scrap is now larger than the demand. The metal tube 
market is weak, but earlier speculative stocks are now 
becoming depleted. The production of different classes of 
iron has been very irregular during the past quarter. 

During the first four months of this year 1ron-ore exports 
showed a record increase of 454,000 tons to 3,280,000 tons, 
compared with the same period of last year. 


Denmark 


The price of butter has fluctuated between Kr.227 and 

Kr.233 per 100 kilos, compared with Kr.187 a year ago. Eggs 
have been in good demand and prices have advanced from 
Kr.80 to Kr.106, compared with Kr.72 a year ago. Bacon has 
dropped from Kr.192 to Kr.182 per 100 kilos. A year ago the 
price stood at Kr.174. 
' During the first quarter of 1938 Denmark’s imports 
totalled Kr.432:2 millions, against Kr.399: 6 millions last year. 
Exports at Kr.365-5 millions compared with Kr.350-3 millions 
in 1937. The import surplus amounts to Kr.66:7 millions, 
against Kr.49:3 millions. 

The foreign exchange reserves of the National Bank 
amount at present to Kt.70: 4 millions, or about Kr.r7 millions - 
below their maximum of recent months. Caution, however, is 
inspired by the fear that increased imports of grain and feeding- 
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stuffs will be necessary next autumn as a result of a probable 
small harvest. The income from shipping freights is also 
declining. 

No rain of any importance has fallen for several months. 
These factors have greatly reduced the prospects of a good 
harvest, but heavy rainfalls within the near future can still 
change the situation for the better. 

The wholesale price index dropped another two points in 
April, and is now 113 as against 120 a year ago. The import 
price index fell one point to 116, compared with 132 a year 
ago, while the export price index rose five points to rro, 
against ro3 in April, 1937. While a yeareago there was a 
difference 1n our disfavour of 29 points between the import 
and the export index, this difference has now narrowed to six 
points. The cost-of-living index has remained since October, 
1937, at 107. This figure is three points higher than that 
of April, 1937. Higher taxation and higher wages make it 
difficult to reduce internal prices. The industrial production 
index rose in March from r05 to 108, and is only one point 
lower than a year ago. With only 9,500 flats under construction, 
as compared with 14,700 a year ago, building activity is still 
rather limited. At the end of April unemployment totalled 
92,909 registered workers or 20:7 per cent. of the total number, 
which compares with 22-1 per cent. at the end of March and 
17:5 per cent. a year ago. Total deposits in all joint-stock 
banks amounted in March to Kr.2,131 millions, or Kr.43 
millions above those of March, 1937. Loans and discounts 
show only small changes. The Stock Exchange has been very 
inactive. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


Business on the Stock Exchanges during the last month 
has continued quiet. Nevertheless, Federal Bonds have kept 
steadily firm, and the best industrials have also shown strength. 
A certain amount of money has lately returned to France, 
but it has not had any undue effect on prices on the Bourses, 
and at the moment the exchange is tending to move in favour 
of the Swiss franc. Norway has recently contracted in 
Switzerland a loan of Swiss Frs.46,500,000 at 3 per cent. 
at an issue price of 95 per cent, This is being used to pay off 
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the 4 per cent. Norwegian Loan, 1911, quoted in Switzerland. 
It is also reported that a group of Swiss bankers have recently 
participated to the extent of Swiss Frs.20 millions in a loan 
made to the Argentine by Dutch and Swiss bankers. Money 
remains very plentiful. 


Morocco 


‘From the Bank of British West Africa Limited 


Abundant. rains during the past month throughout 
Morocco have improved the crop outlook, particularly in 
maize, seeds, and Jate sowings of wheat. The recent depression 
has, consequently, given way to optimism which has stimulated 
business, a little checked, however, by the new devaluation of 
the frane. Demand for textiles continues good against medium 
stocks, but prices continue to decline, because of the fall in 
prices in Japan. Green tea continues in good demand, with 
prices rising in sympathy with those current in Shanghai. 

Preliminary French zong trade returns for 1937 show 
total imports of nearly 1,000,000 tons, valued at Frs.1,765 
millions, against 861,000 tons and Frs.1,150 millions in 1936. 
Total exports are over 2} million tons, valued at Frs.1,144 
millions, against just over 2 million tons and Frs.781 millions 
in 1936. Because of the crop failure the adverse trade balance 
of the French zone has risen from Frs.369 millions to Frs.621 
millions. 

The French-Moroccan railway receipts in 1937 totalled 
Frs.66-5 millions, against Frs.58-7 millions in 1936. Expendi- 
ture at Frs.6r millions was about the same as in 1936. The 
ctedit pU is thus Frs.3: 7 millions, against Frs.3: 3 millions 
in 1956. 


The United States 


The Relief Recovery Bill, which provides something in 
excess of $2,500 millions for various aspects of relief work, 
has passed the House of Representatives and is expected to 
pass through the Senate speedily without any substantial 
amendment. A Tax Bill has been approved by both sections 
of Congress, thus ending disputes lasting more than half a 
year. The new measure has freed small companies entirely 
from the undistributed profits tax and has rendered the impost 
on large concerns almost nominal. 
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It does not appear that the bottom of the depression has 
yet been reached, and the Government spending programme 
can hardly have much effect before the autumn. One business 
activity index is now down to the level of just after the “ Bank 
Holiday " early in 1933. Total production of pleasure cars 
and motor lorries is not expected to aggregate more than 2i 
million units, which is about one-half of last year’s output 
and roughly equal to that of 1931. For April bankruptcies 
numbered 1,116, with $20,106,000 of liabilities. The March, 
1938, and April, 1937, figures were 1,088, $15,567,000; and 
786, $8,906,000. Desterilisation of gold and reduction of 
reserve requirements are gradually increasing the excess 
reserves of members of the Federal Reserve System, and 
these are now $2,500 millions. Money is extremely cheap. 
Brokers’ Loans pursue their downward course—on Apfil 30th 
$466,766,000 was outstanding, or a decline of over $54 millions 
from the end of March and less than 40 per cent. of the volume 
a year ago. Bankers’ Acceptances have touched the lowest 
point for 21 years, total commitments at the end of April 
being $278,707,940. 

Refiners recently decided that the current price for 

granulated sugar was too low. By mutual agreement a price of 
$4°65 per 100 lbs. was fixed, and the local market has since 
held steadily at that figure. Nevertheless, the quotation for 
* spot” raws has declined, which indicates the disequilibrium 
between supply and demand. 
' The rubber market has been dull. The tyre industry, 
the most important factor, suffered a drastic curtailment of 
output during the first quarter in order that stocks should 
be reduced to manageable proportions. So far as new cars 
are concerned the demand for tyres will probably be about 
half of that for last season, but old cars needing fresh equipment 
are considerably greater 1n number than last year. 

Home sales of copper amounted to 22,790 tons in April, 
or fractionally larger than in March. Business is very quiet, 
and home prices are maintained. Spot Straits tin has been 
offered here as low as 35 cents and has recovered to 38 cents. 
The tin plate industry 1s working steadily at about 50 per cent. 
of capacity. Lead and zinc are both unchanged in price. 

During April eleven out of ninety blast furnaces engaged 
in the manufacture of pig-iron were shut down. The output 
of pig-iron in April was 1,376,141 tons, or a daily average of 
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45,971 tons compared with 46,854 tons for March. The 
United States Steel Corporation reports April shipments of 
501,972 tons of finished products, or about 70,000 tons less 
than in March. Production of steel ingots likewise shows a 
decline to 1,925,166 tons, equal to 33:44 per cent. of capacity. 
Throughout the industry conditions are dull, without much 
hope of improvement yet. A number of concerns may resort 
tó price shading with the object of obtaining the orders 
needed to keep plants at an effective minimum of activity. 
Total exports of cotton this season amount to 5,201,997 
bales against 4,944,038 bales for the parallel period last year. 
About the middle of April, reports of the Administration’s 
reflationary programme gave temporarily the impression of 
imminent inflation and the price of cotton advanced. Since 
then a reaction has been experienced. The Government lending 
agency has advanced over $233 millions so far this season 
against 5,340,194 bales, There is believed to be a balance of 
about 1,600,000 bales held as collateral for loans of earlier 
years, so that at present there is pledged more cotton than is 
likely to be used by home mills this year. For the nine 
completed months of the cotton year home mills have consumed 
4,438,159 bales, compared with 6,010,883 bales in 1936-37. 


South America 
From the Bank of London and South America Limited 


Argentina.—Good general rains have recently fallen, and 
while they have impeded the harvesting of this year’s crops, 
they mean that the outlook for next season’s cereal crops should 
be excellent, Meanwhile the latest estimates of this year's 
crops show a reduction since last year of 25:8 per cent. in 
the wheat yield, 20-5 per cent. in that of linseed, 13-0 per cent. 
for oats, and 21:0 per cent. for barley. Pasture is now excellent 
as a result of the recent rains, and the condition of animals 
has greatly improved. The wool market has been active, 
with German buying in evidence. 

The better prospects for next year’s harvest are of im- 
portance in more ways than one. For the first four months 
of this year exports were only 495 million pesos, compared 
with 1,075 million pesos a year ago. Imports are now beginning 
to reflect the recent contraction in exports, and this should 
help to strengthen the exchange. The decline in imports also 
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shows that trade is falling off, and the textile market in particular 
is heavily over-stocked. Prospects for the future depend mainly 
upon next season's crops, and that is why the recent heavy 
rains are so favourable a portent, 


Brazil.—April coffee shipments totalled 1,482,000 bags, 
compared with 961,000 bags in April, 1937. Since the end of 
November, when Brazil changed her coffee policy, shipments 
have averaged over 1,400,000 bags a month, compared with 
only 981,000 bags a month from January to October. A 
conservative view is that future shipments may average the 
equivalent of 16,500,000 bags a year. The quality of the 
1938-39 Sao Paulo crop will be much above the average. 
The number of trees in production in that State in 1938-39 
will not exceed 1,400 millions, In 1934-35 they totalled over 
1,600 millions. NE 

Chilex—The trade returns for the first two months of 
this year show that imports were running about 50 per cent. 
in value above those for 1937, while exports had shrunk by 
18 per cent. This divergence in trend accounts in part for 
the difficulties now experienced by importers in obtaining 
foreign exchange. There has, however, according to a 
Valparaiso report, recently been considerable activity in 
produce both for export and home consumption. The export 
of wheat 1s still prohibited. 

Uruguay.—Recent good rains have helped the pastures, 
and the condition of livestock is satisfactory. The Montevideo 
cattle market has been fairly active. 


Japan 

There is no indication of any significant change of trend, 
Foreign trade continues to shrink, and export orders are 
falling. Metals have declined sharply in price, but other 
commodities are firmer. The stock market remains depressed, 
primarily because of fear of control. Government disburse- 
ments continue heavy. Money is easy and bonds sell well. 
Meanwhile the list of controlled commodities is lengthening, 
Copper consumption has been restricted and petrol rationing 
inaugurated. : 
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Statistics 
BANK OF ENGLAND 
Issue Department : 





Other , " S 
Note Govt. Other Silver Fiduciary 
Circulation. Debt. S E Securities.| Coin, Issue. Gold, 
£ mn £ mn, £ mn £ mn. £ mn. £ mn. £ mn 


End March, 1931 | 357-1 11.0 | 232-0 | 12-9 4-0 260-0 144-5 
^ , 1932| 360-5 11:0 | 240-9 | 19:3 2:8 215-0 120-8 
2 , 1934| 378-8 11:0 | 245-4 0-1 5:5 260-0 191-1 
» 9» 1935} 3814 || 11:0 | 246-7 0:2 2:1 260-0 192-5 
" » 1936 | ,406-5 11-0 | 246-5 1:5 1-0 260-0 200-6 


3 Hn 1937 473:8 11.0 187-0 2:0 — 200-0 3135-7 
May 18, 1938 | 47-6 11-0 | 188-2 0-7 — 200-0 326-4 
May 25, . 1938 | 480-2 11-0 | 188:5 0*5 — 200-0 326-4 





Banking Department 








Public ! Bankers’ | Other Govt. Discounts, Other Propor- 
. Deposits. | Deposits. | Deposits. prre Me ped Reserve. || “tion, 


























£ mn. £ mn. £ mn. £mn,. | £imn. | £mn. | £mn. 96 
End March, 1931 | 17.2 | 58-8 | 34-7 | 30-3] 24-6 | 25-7 | 48-3 | 435-6! . 
» » 192| 2r2 | 546 | 34-4 | 35:7 | 117 | SLL | 35-9 | 309- 
»  19344| 17-5 | 945 | 36:9 | 771) 5-6 | 11-0 | 73-4 | 49:2. 
» » 1985 | 201 | 96:6 | 41-2 | 87-6] 5-6 | 11-4 | 71-7 | 45:3 
1936 | 18-0 | 83:6 | 37-0 || 80-3| 5-0 | 16-7 | 54-9 | 39:6 
», » 19X1| 522 | 623 | 38-5 | 100-5}; 7-1 | 22-9 | 40-8 | 27-7 


May 18, 1938| 28-5 | 93:2 | 36-0 | 98-3| 7-8 | 20-7 | 48-5 | 30-8 
May 25, 1938, 26:5 | 91:2 | 36-1 | 95-7| 9-5 | 19:4 | 47-0 | 30-5 


f 





























LONDON CLEARING BANKS (monthly averages) 








Accept- Balances C 
Deposits. | Guarage | Cash. and A Bills, E Advances, 
tees, etc. Cheques. Money. 
£ mmn. £ mn. £ mn. £ mn. £ mtn. £ mtn. £ mn, £ mn. 


March, 1931 | 1,763-9 | 121-5 | 184-0 | 43-5 | 114-1 | 240-4 | 311-1 | 936-1 
» 1932 | 1,676°4 98-7 | 174-0 | 43-4 | 112:5 | 216-8 | 281-9 | 902-1 
, 1934 | 1,830-6 | 1128 | 218-9 | 43:5 | 120-4 | 202-1 | 547-1 | 7550 
, 1935 | 19233 | 117-7 | 214-0 | 456 | 133-4 | 207.0 | 614-4 | 766°8 
,  1936*| 2,108°3 | 105-2 | 216-7 | 55:8 | 162-4 | 252-0 | 635-1 | 849-2 
»,  1937*| 2,244-2 | 122-5 | 225-8 | 62-7 | 169-8 | 247-8 | 667-4 | 934-4 


— | LÁ M—"—— G — | ——————— | — náÓ——— |o ———M | — ám Hsaiàiatae [€ A (M uM Meta ei 


“Mar, 1938*| 2,253°7 | 112-0 | 244-2 | 59-1 | 150-4 | 238-6 | 634-0 | 995-2 
April, 1938*| 2,268-0 | 111-9 | 246-4 | 59-7 | 150-1 | 248:5 | 637-7 | 993-7 





* Includes the District Bank. 
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LONDON BANKERS’ CLEARING HOUSE RETURNS 
Town 


Metropolitan Country 


Clearing Clearing Clearing Total 
19350. eevee eee | STD Veni $904 | 45558 
1931... € m 33,816 1,668 2,152 36,236 
1932.4. wie 0 xs “es 27,834 1,610 . 2,668 32,112 
1935 ... "CS ee 27,115 - 1,657 2,766 $2,138 — 
1934 ... is jus és 30,740 1,760 2,984 55,484 
1985... 3 52,444 1,887 3,229 57,560 
1936 — .. 9. 35,039 2,040 5558 40,617 
1937 ... 36,719 2,162 3,805 42,686 
1937 to May 26 e  ..| 15,299 | 9887 | 1528 | 17,724 — 
1938 to May 25... ss | 15,586 863 1,529 : 15,978 
1937, May (4 weeks) ix 2,563 159 283 3,005 
1938, May (4 weeks) 2,695 160 293 3,148 


BANKERS’ PROVINCIAL CLEARING RETURNS 





Mar., | Mar., | Mar., | Mar., | Mar, | Mar., | Mar., | Mar., | Apr., 

1929 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1938 
Birmingham 11-9 e 9-0 j 9:7 SEF : 9-6 = 0-7 ae E j 9-1 
Bradford ..| 59| 34] 3| 42| 38, 4-71 46| 36| 3-6 
Bristol 53| 49) 50) 5:4] 49) 55] 55] 59] 49 
Hull...  ..| 40| 3:0) 32) 32| 32) 34) 4:0] 4:0] 34 
Leeds 441 38) 381 44] 43] 39} 48] 43) 44 
Leicester 36 3:1 al 3:3 2°8 SL 3°3 33 2:9 
Liverpool ... | 342| 25-6| 25:6| 26-8| 25-8 | 27-5| 35-8. 248| 19-7 
Manchester... | 58:0 | 42-5 | 42-1] 46-1| 42-8| 44-9|. 50-7 | 44-0| 38:2 
Newcastle-on- 

Tyne ..| 65) 57] 65; 69] 55| 57] 63] 69| 64 ` 
Nottingham 2°8 1-9 1-9 2:0 2-0 2:1 2-3 2:4 2:0 
Sheffield 4-6) 33; 35] 36] 34| 43| 60| 48| 46 

141-2 | 106-2 | 107-7 | 117-2 | 108-1 | 115-8 | 134-6 | 114-5 | 98-9 


maA SSS Ss SSS ÁÀ*» aaia 
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LONDON AND NEW YORK MONEY RATES 











LONDON , New York 
Treasury Bills F.R.B 
Bank |— — —;——— ——| 3 Months’ Short Re- Call. | Accept- 
Rate Tenderi Market | Bank Bilis; Loans | discount} Money | ances 
Rate Rate Rate 


Percent.Percent,| Per cent, Per cent. | Percent. || Per cent. | Per cent, | Per cent, 
a i 


End March, 1931 | 3 | 24% | 244-25 | 2228 


” » 1932 | $$ | Ae, li 21-21 2-3 3 24 24 
" y 1934 | 2 33 $ 44 31 14 1 i 
» » 1935 | 2 i aH | Xe i1 là 1 ve 
23 n 1936 2 $3 i tiore 4-1 li i Ys 
» » 1937 | °2 i i il 1i 1 EN 
April 27th, 1938 | 2 i i H ii X» oe 4 
May 25th, 1988 | 2e | 4 i M5 i-l 1 1 P 








FOREIGN EXCHANGES 

















London | 1936 1937 1938 
MS | May 20 | May 26 | April 27 | May 4 
New XT 
' (a) Spot E He 974; T 4-944 m be m 4-992 . . , 4°94, 
(b) 3 mon C. p.m. e p.m. C. p.m. |3ic. p.m. R $ C. p.m. 
NOE b. -983 | 4-311 | 5-013 | 5-024 00 =. 4-991 


Paris— 
(a) Spot «. 75$ 
(b) 3 months |Fr.5,5 dis. 
Berlin 
(a) Official... | 12-35 
(b) Registered 
Marks 





110348 16034 | 1693 
Fr. 1i$dis. Fr., 54 dis. Fr. 4 dis. 


12-314 | 12:40 | 12-413 






Fr. $ dis. 
12:374 


























464% dis. | 504% dis. |50$96 dis.50$96 dis. 513% dis.|514% dis.51376 dis. 

Amsterdam 7.354 8-982 8°96 8-96 8-984 8:97 8:97 
Brussels iss 29° 39 29°294 29-594 | 29-644 
Milan ... rr 63i 93% 942 9 
Zurich oe 15:38 21:604 21-69 21-75 
Stockholm  ... 19-394 19-394 19:403 | 19:404 
Madrid eas 36,5 85* 110* 115 
Prague vow | 120 14113 143} 1434 
Buenos Aires— 

(a) Export... | 15 15 15 15 

(b) Import ... 17°02 16-00 16-00 16-00 

(c Free... 17-99 16-16 18-97 18:98 
Rio de Janeiro— 


Prov, Deposit 
Rate | 878800 
134 


768000 878700 | 87$790 
Valparaiso... 125* 


1314* 125” 


Bombay .. || 184d, 184d. 174d. 17#d. 
Hong Kong ...|| 153d. 1448d. 14éd. 144d. 
Kobe ... siti 1/245 1/2 1/2 1/2 
Shanghai 14id. 144d, 13d. 123d. 


eT d 1d 
eee EE — À—— AÓÓ a 


Gold price — ... 139s. 114d.| 140s. 7d. | 139s. 7d.| 159s. 6d.| 139s. Lid. | 140s. Od. | 140s, 73d. 
Silver price  ... 204 d. 203d. 18i4d. 188d. 181 181id. 18i2d. 




















* Nominal, 


PUBLIC REVENUE AND EXPENDITURE 
1937-8 | 1938-9 
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1934-5 | 1935-6 | 1936-7 | 1937-8 to to 
May 22 | May 21 
REVENUE— £ mn. £ mi, £ mn. £ mn. £ mn. £ tnn. 
Income Tax 228-9 | 238-1 | 257-2 | 298-0 11:6 10:4 
Sur-Tax 7 51:2 51:0 53:6 57-1 3:7 4°7 
Estate Duties.. 81:3 87:9 88-0 89-0 13°35 9°5 
Stamps ..1 241 25-8 29-1 24-2 1:9 1:9 
National Defence Contribution — — — 1:4 — '»0*9 
Customs T 185-1 | 196-6 | 211-3 | 221-6 31°0 29°6 
Excise 104-6 | 106-7 | 109-5 | 113-7 17:3 17:1 
Motor Vehicle Duties 
(Exchequer sor ea 5.1 5:0 32°7* | 34°6* 4. 1* 4.1* 
Other Tax Revenut .. 3-1 2:1 lU 1°% — an 
Total Tax Revenue 683°4 | 7132 | 783-1 | 841-3 82-9 78:2 
MDC REUS VERMES. Pere ME. oe eae VO 
Post Office (Net Receipts) . 12:2 11-7 11-0 10-5 6:4 5:6 
Crown Lands 1:3 1:4 1:4 l:3 0:2 0-2 
Receipts from Sundry Loans 4-4 4-9 4*5 5-2 0-3 0*3 
Miscellaneous Receipts sel 15-1 21:7 24:6 13.5 0:7 0-7 
caste] imran Ln | MMMÓMMMÓáannÀÀu. | am M ais | QM 
Total Non-Tax Revenue we | 83-0 39-7 41.6 3l:3 17:6 6:8 
Total Ordinary Revenue 716:4 | 752-9 | 824-7 | 872-6 | 90-5 | 85:0 
Post Office 61.8 66-1 71:9 76-1 6-8 8-0 
Road Fund 26-4 25-8 ome pag um sat 
Total Self-balancing Revenue... | 88-2 | 91°9 | 71:9 | 76:1 | 6:8 8-0 
EXPENDITURE— 
National Debt Interest es | 211-6 | 211-5 | 210-9 | 216°2 38°8 39°0 
Payments to Ñ. Ireland ... 6:8 7-2 8-0 8-9 0-5 0.5 
Other Cons. Fund Services... 3-6 5-7 3.2 3-1 0-4 0-4 
Post Office Fund  ... NAA 2:5 l:1 0-4 — — — 
Supply Services 412-2 | 519-0 | 594-7* | 605-0* | 69-6* | 84-5* 
Total Ordinary Expenditure ... | 696-5 | 737°5 | 817-2 | 833-2 | 109-3 | 124-4 
Sinking Fund 12-3 12-5 13-1 10-5 — -— 
Self-balancing secure 
(as per contra) 88-2 | 91:9 | 71:9 | 76:1 6-8 8-0 





^ * Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1956-37 
now added to Revenue and Expenditure figures for purposes of comparison. 


+, 
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PRODUCTION ` 











Coal - Pig-Iron Steel 

Tons mill. Tons thous. | Tons thous, 
Total 1913 "T 287-4 10280 . 7,664 
» 198 — o an 2432 — 6,262 7,385 
p 1929 Ce a ues 257-9 7,589 9,626 
, 1930 "CIE 243-9 6,192 7,326 
» 1931 fee NC UNE 219-5 — — 3,773 5,203 
„ 1932 "T 208-7 — 3,574 5,261 
» 1933 "T 207-1 4136 | 7,024 
, 1934 o 0. 221-0 5,969 8,850 
» 1935 "IPC 222.9 6,426 9,842 
, 1936 TET 228-5 7,686 11,705 
, 1931 "RECEN 241-2 8,497 12,964 
Total to April, 1937 — ... ... 81:9 2,615 4,185 
Total to April, 1938... — ... 80-7 2,830 4,193 
BOARD OF TRADE PRODUCTION INDEX NUMBER f 

(1930 — 100) : 








1937 1938 ' 














Complete Year 





1936. | 1937. | Ist Qr. 2nd Qr.! 3rd Qr.| 4th Qr. | Ist Qr. 


Ee | nm! Q— a | MÀ ÀÓ—— | en — | e Ó—— À—MÁM—eÀ—À | MM M — || ——áá—À——Á— 


Mines and. Quarries ... ..] 944| 998| 99:4] 100-5 | 95-6 | 1079 | 104-1 
Iron and Steel em | 150-1 | 166-6 158-1 165-6 | 165-5 | 177-3 | 168°6 
Non-Ferrous Metals ... ..| 143-8 | 165-3 | 154:4 | 166-7 | 173-7 | 166-2 | 153-3 
Engineering and Shipbuilding | 123:3 | 1356: 3 | 136-4 | 138-2 134-9 135°3 | 133-7 
Building Materials and Building | 157-1 | 153-2 | 148-5 | 155-9 | 160-3 | 148-3 | 145-5 
Textiles zii TE ..] 126:4 | 129-6 | 130-11 125-1 | 127:5 | 125-8 | 116-7 
Chemicals, Oils, etc. ... eee | 115:4 | 124-5 | 122-3 | 126-4 | 123-8 | 125-5 | 127-2 
Leather and Boots and Shoes | 120-7 | 118:9 | 120-6 | 121-3 | 117-7 | 115-7 | 119*5 
Food, Drink and Tobacco ... | 114:5 | 119-9 | 111-2 | 124-9 | 120-3 | 123-2 | 116-0 























Total* ... se ae .]| 124-6 | 133-1 | 131-3 | 135-8 | 130-4 | 136-6 | 132-7 
e 


. * Includes paper and printing, gas and electricity, rubber, cement and tiles, 
+ Revised quarterly by the Board of Trade. 


UNEMPLOYMENT 





(a) Percentage of Insured Workers 
Date 1929 1931 1932 1934 1935 1936 1937 1938 
End of— 
January 12:3 21°5 |, 22-4 18-6 17.6 16:2 12:4 13-3* 
February 12-1 2l:'7 22-0 18:1 17:5 15:3 12:0 13-2* 
March 10-0 21-5 20-8 17-2 16-4 14.2 11-6 12.9* 
April 9-8 20-9 21:4 16-6 15.6 13-6 10-5 12.9* 
May 9:7 20-8 22-1 16-2 15:5 12:8 10-7 . 
June 9-6 21-2 22-2 16.4 15:4 12-8 10-0 |. 
July 9-7 22:0 22-8 16-7 15:3 12:4 10-1 
August 9.9 22*0 25:0 16:5 14.9 12:0. 9-9 
September | 10-0 22-6 22-8 16-1 15.0 12:1 9-7* 
October 10-3 21:9 21-9 16:3 14.5 12-0 10-2* 
November | 109 21:4 22:2 16:3 14-5 12-0 11-0* 
December | 11-0 20-9 21:7 16-0 14.1 12*0 12:2* 





* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousarids) 








Mar., | Mar., 
1932 | 1934 1938 | 1938 


etait | nnn | M —À———— ——— | et | AS | ——- | ——— e | — M  ——Ám- 


9,549 |10,058 11,580 |11,590 


— Án | MM — Finn ] —— n | P Ó OP ———ÀHÁ |. sj À- ———MntuX, | rr—MÀM | ——— MÁÓÁÁ—— 















Number employed ... 













Wholly unemployed 2,129 | 1,814 1,556 | 1,323 
Temporarily stopped 427 317 338 366 
Normally in casual 

employment 104 94 70 7i 


M —!"—— | —À MM ÓÜ—— | — P | Nn | satin | ÀMMM]— | MM ái || n —ÀA á—À 


Total unemployed ... 2,225 1,764 | 1,760 





2,660 


RAILWAY TRAFFIC RECEIPTS 





Four weeks ended Aggregate for 20 weeks 
May 23, 1937 May 22, 1938 1937 1938 


Page Pas- Pas- Pas- 
sengers | C9905 | sengers | GUS | gengers | C0045 -| sengerg | Goods 


a a Banaaan [ aM | ——— a a aa | ra a, aai Eaa —À—— || — M M—— 


£ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. 


Great Western wwe | 0:9 1:2 0-7 1:2 á:7 6:2 3'6 6'2 
London & North 

Eastern* ... e| b4 2:8 1:2 2-2 5.8 | 11:8 56 | 11:8 
London Midland & 

Scottish ... wae | 22 2-9 1:8 2-9 8-8 | 15:2 8-6 | 15-0 
Southern ... e. | 14 0-3 1:2 0:4 5:6 1:9 5-6 1:9 
Total ... M we | 5.9 6:7 4-9 6:7 | 23-9 | 35-1 | 23-4 | 34-9 





* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 


(from the Board of Trade Journal) 


Change in value since same date in previous year 





By CATEGORIES: Great Britain 
"Total eae 5s 
Food and Perishables ... 


Other Merchandisé of which 
Piece-goods* 


(i) Household Goods 
(i) Dress Materials ... 


Wofnen's Wear* 


(i) Fashion Departments ... 


April, 

1935 
26 

-- 10:3 

+ 83 


— 45 
+ 6:8 
— 9:1 
+153 
--17-8 


(ti) Girls’ and Children's Wear | --10-6 


(iit) Fancy Drapery ... 

Men’s and Boys’ Wear 

Boots and Shoes 

Furnishing Departments 

Hardware 

Fancy Goods 

Sports and Travel 

Miscellaneous and Unallocated 
By AREAS— 


All Categories— 
Scotland 


North-East... 

North-West ... 

Midiands & South Wales ... 
South of England 


914-8 
4-138 
4-21-9 
+ 9:4 
+ 8-1 
414-6 
144 
+ 5-9 


D [m reir ti 
t€ ——— E MM M MM nÓ————— $a —V RUP aie 


London, Central & West End | -+ 7-9 


London, Suburban ... 





* Including some goods which cannot be allocated to sub-headings. 


--14-0 


April, 
1936 


April, 
1937 





Mar., 
1938 


76 
— 37 
— 1-2 


April, 
1938 


% 
+11-4 
+153 


—10-0 
— T4 
—11:6 
+123 
+11°3 
415.6 
+135°7 
+ 56 
+21°3 
— 1:8 
— 40 
+ 61 
+ 4:5 
+ 3-2 


+12:5 
413:6 
+ 9:5 
-r14-0 
--17.0 
— 8:1 
417-1 


| 339 
OVERSEAS TRADE 








IMPORTS EXPORTS 
Date Manti- Manu- 
Food MEEN is factured Total | Food |y BAN i. factured Total 
Monthly Average— £mn, | £mn, | £mn, | £mn. | £mn, | £mn. | £mn. | £ mn. 
l T 44-6 | 28-3 | 27-9 | 101-7 4°6 6-6 | 47:8 | 60-8 
1930 39-6 | 20°9 | 25-6 | 87-0 5.3 5-3| 36:'7| 47-6 
1931 34:7 | 144| 21-81 71-8 3:0 39 | 24:3 32-6, 
1932 jl-l| 15 7| 13-1 | 585 2*1 6|! 250» 30-4 
1933 .| 28-3] 15-0] 12:6]| 56:3 2-4 8| 254; 30:6 
1934 28:9 | 17-5] 143| 61-0 2:5 4-0; 25-4 | 33-0 
1935 29°6 | I17T.7]| 15°41] 63-0 2:6 44| 2714] 35:5 
1936 31-9; 20-7] 17-7 | 70-7 3:0 43| 28:4 | 36-7 
1937 *.. | 36-0] 26°35 | 22:9] 85:7 3:2 R 5-4] 337, 455 
April, 1937 ... we | 32:9] 26-0] 236! 83-0 3-1 5-6] 33-4] 450 
April, 1938 ... wei ŠZ) 21:5] 19-71 73-7 2:4 45] 29-3| 3753 
SOME LEADING IMPORTS ec 
Iron Ore Hides, | - Tron and 
R R , Wood 
Date Wheat Sud Coton Wool um Pulp Rubber us 


factures 


. (thous, thous. (thous. 
(thous. | (thous. icentals of jcentals of} (thous. | (thous. pa s (thous, 
S, 


Monthly Average— cwts.) | tons) |1001bs)|1001bs.)| cwts. | tons) fons) 
1929 ss = ; 480 ; 678 98 137 235 
1930 wok ..] 8731 | 365 1,011 | 652 108 128 526 243 
1931 -— .]| 9,952 | 185 989 | 707 106 122 257 237 
1932 PET ..] 8,803 | 159 | 1,048 | 765 105 153 176 133 
1933 Sis ..]| 9,366 | 234 | 1,169 | 793 120 162 189 8l 
1934 Pe ..| 8,552 | 392 1,052 | 657 116 187 395 114 
1935 Se ..| 8435 | 415 | 1,060 | 720 141 185 525 96 
1936 ves ..]| 8401 | 587 1,289 | 762 157 198 116 124 
1937 ane ..| 8,074 | 669 | 1,382 | 653 157 149 254 170 

April, 1937 ... e. | 7,153 | 655 1,227 | 872 124 115 gal 88 


April, 1938 ... — ... | 6,845 | 664 | 1,098 | 1,034 | 108 | 136 | 371 | 61 
SOME LEADING EXPORTS 













Iron | wachin-| Cotton | Cotton | Woolen Worsted 


Date Coal gad 1 ery Yarns cle Tissues | Tissues ‘Gn 
(thous. | (thous. | (thous, (mill. (mill. | (thous. | (thous. 
Monthly Average— tons) tons) tons) | ‘lbs.) | sq. yds.) | sq. yds.) | sq. yds.) | (number 
1929 ^ 9. 15 365 | 47 | tie | 306 | S016 | S490 | 199] 
1930 eis .| 4,573 | 263 40 ll:1 | 201 6,587 | 2,893 | 1,602 
1931 is ... | 3,563 | 165 21 ll:4 | 143 4,694 | 2,479 | 1,429 
1932 ae ..| 3,242 | 157 25 13°9 | 183 4,461 | 2,358 | 2,246 
1933 ale ..]| 3,256 | 160 25 15-8 | 169 5,110 | 2,741 | 2,821 
1934 T» ..]| 5,305 | 188 28 10-9| 166 | 5,745 | 2,772 | 2,904 
1935 see ... | 3,226 | 193 32 11:8 | 162 5,934 | 3,205 | 3,659 
1936 ae ... | 2,878 | 184 32 12°6 | 160 6,523 | 3,304 | 4,268 
1937 ie Ux 3,563 | 215 37 13°3 | 160 6,653 | 3,583 | 4,468 
April, 1937 ... . .. | 3,242 | 239 39 14.8, 165 5,627 | 2,963 


April, 1938 ... ..| 2,715 | 168 40 10-1; 115 | 3,706 | 1,938 


240 








PRICES 
1. WHOLESALE PRICES 
Index Number (Sept. 16th, 19531—100) 
Date 
Italy Germany 

Average 1929 ... 146.0 126-1 
1931 .. 103-5 1901-9 
1932 ... 93-1 88-7 
1933 ... 86-6 85-7 
. 1934 ... is 84:2 90-4 
1935 ... "T 97-2 93-5 
1936 ... jas 112:5 95.6 
1937 ...? 133:4 97-3 
End April, 1937 128-7 97-0 
” May, 1937 131-4 97°3 
» April, 1938 142-8 97-0 
» May, 1938 — 96-9 





Sources: U.K., “ Financial Times’; U.S A. Irving Fisher; France, Statistique 
Géftérale; Italy, Italian Chamber of Commerce; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 


Date Food 


memi tit rr aaa aa a ata, || M MÀ 0M Á—Ó—M— n'ait || —— MÀ M9 | — M Á— | € MM M À—7 


End of 1929 ... 57 
1931 


iex él 

1932  .. 25 
1933... 24 
1954... 25 

19355 ase öl 

1936 —... 36 

End April, 1937...| 36 
9 Mar., 1938... 37 

" ‘April, 1938... | 39 








The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for — 





Wheat | sug Pig-Iron, 
Date N. Centrifugals American 64's Cleveland 
Manitoba U.K. Middling |topsavge. No. 3. 
t ud |t d, À mn 
Average 1929 .. 54 02 9 
1921 ..| 28 ?3| 6 
1922 ... | 30 64| 5 
1955 .. 28 2 5 
1934... | 3011 4 
1935 34 32 4 
1936 38 4 
1937 ...| 53114} 6 
May, 1937  ...| 52 74 6 
April, 1938... | 55 6 4 
May, 1938 ... | 46 ll 5 
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Montury Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


The Budget 
ag ae By O. R. Hobson 


City Editor, the ** News-Chronicle." | 


IR JOHN SIMON’S first Budget belied almost universal 

expectation. Nearly all Press commentators had led their 

readers to look for a budget which would deal gently with 
the taxpayer for fear of curtailing his purchasing power at a 
time of incipient trade depression, which would impose no 
new taxes of importance though it might tighten up the 
collection of the existing ones, and which would rely for its 
balance on loans rather than increased tax revenue. The 
Chancellor of the Exchequer, however, did not follow the 
easy course thus pointed out to him. Instead he produced 
a budget to which the adjectives " austere” and “ grim” 
were commonly applied, though, as will be shown, these 
epithets are justly relative rather to the previous expectations 
of those who used them than to the realities of the budgetary 
problem over, say, the next half-decade. 

- Before we proceed to discuss this wider problem, let us 
set down in simple form some figures bearing on the immediate 
problem of the 1938-9 budget. 

These figures exclude the “ self-balancing " revenue 
and expenditure (ie, Post Office and Broadcasting): for 
1938-39 the estimated amount of these items is £80,442,000, 
the addition of which to the ordinary revenue or expenditure 
confers upon the current budget the rather dubious distinction 
of being the first thousand million pounds budget since that 
for 1921-22. 
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EXPENDITURE 
Budget Estimate, Actual Issues, Budget Estimate, 
1937-8 1937-8 1938-9 
| £ £ £ 
Debt Services ... «1  ..  224,000,000 226,777,000 230,000,000 
Other Cons, Fund Services ... 11,500,000 - 12,002,000 12,100,000 
Defence Services ee ..  198,268,000(a)  197,250,000(b) 253,248,000(c) 
Civil Services ...' Me ... 429,080,000 407,765,000 449,050,000 
^ Total ..  . — wes, £862,848,000(a) £843,794,000(b) £944,398,000 (c) 
(a) Excluding £80,000,000 expenditure out of loans. . : 


(b) Excluding £64,867,000 expenditure out of loans. 
(c) Excluding £90,000,000 expenditure out of loang. 


REVENUE 
s Budget Actual Estimate on Final 
. Estimate Receipts | Existimg Basis Estimate 
1937-8 1937-8 1938-9 1938-9 
£ ` £ : £ £ 
Inland Revenue .. 467,650,000 471,346,000 514,250,000 536,500,000 
Customs and Excise ... 333,000,000 335,261,000 336,000,000 344,100,000 
Motor Vehicles .. 34,000,000 34,608,000 36,000,000 36,000,000 
Non-tax Revenue ... 28,450,000 31,365,000 28,150,000 28,150,000 
Total ... ... £863,100,000 £872,580,000 £914,400,000 £944,750,000 
` @ 


A glance at the table brings out these facts, (1) That the 
difference between estimated expenditure 1938-39 and actual 
revenue 1937-38 was practically £72,000,000; and (2) that 
after taking into account the increased revenue, due to natural 
expansion, to be expected from the existing sources for 
1938-39, there was a prospective deficit of just under 
£30,000,000. 

This latter figure was somewhat greater than many lay 
students of finance had expected. That was because Sir John 
Simon took the view that even in times of stress there is much 
to be said for intellectual honesty. For example, he raised 
the provision for the annual service of the National Debt 
from last year’s estimate of £224,000,000 and actual cost of 
£226,777,000 (including £10,544,000 for the statutory sinking 
funds) to £230,000,000, saying that this was the best estimate 
he could make of the true interest liability on the Debt. He laid 
very necessary emphasis on the fact, so often ignored even by 
commentators who should be aware of 1t, that, by reason of a 
vicious accounting system which makes no provision for the 
£8 to £10 millions of interest on National Savings Certificates 
which accrues each year but remains unpaid until the certifi- 
cates are cashed, a sinking fund allocation of, say, £10,000,000 
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brings about no reduction of the National Debt, but is required 
merely to prevent the Debt from increasing. 

If he had turned a blind eye on the Savings Certificate 
interest, decided to exclude any provision for the statutory 
sinking funds, and shown a little more optimism on the yield 
of the measures for checking tax evasion—or, rather, 
“ avoidance," for, as President Roosevelt once said, '^ evasion ” 
is unnecessary for those who can hire the expensive lawyers to 
draw up the legal instruments for “‘ avoidance "—he could have 
got through with a very modest and manageable deficit of 
£10,000,000 of less. Instead he refused to be a party to any; 
such ostrichism, boldly faced up to the £30,000,000 deficit, 
and covered it by additional taxation. He produced no ingenious 
new (but doubly vexatious, because new) taxes, but relied 
upon additions to three well-established imposts—the income 
tax, ‘the petrol duty and the tea duty. The raising of the 
standard rate of income tax from 5s. to 5s. 6d. in the £ (with 
relief from the extra sixpence on the first £135 of taxable income 
and increased deduction for wear and tear of industrial plant) 
is to produce £22,250,000 this year and £26,500,000 in a full 
year, while tea and hydrocarbon oils and a new tax on power 
alcohol are together to yield £8,100,000 this year, and 
£8,925,000 in a full year. Sundry measures for reducing 
“ avoidance " prove to be much less fruitful than generally 
supposed, for they are to produce only £1,200,000 and 
£4,050,000 respectively ; and on the final summing up the 
new imposts are estimated to yield £30,350,000 this year and 
£35,425,000 in a full year. The extra £5 millions in the full 
year will at least go a considerable way towards providing the 
interest on the National Defence Loans. 

The Chancellor urged in defence of his * orthodoxy ” 
that the rearmament programme would not reach its “ peak ” 
expenditure till next year, i.e. 1939-40, or even 1940-41, 
and that expenditure on the new armaments does not cease 
when their prime cost has been defrayed, but is a continuing 
process, since every new warship or aeroplane or gun put into 
service costs money every year of its effective life for use and 
maintenance. 

Those arguments are sound enough as far as they go, but 
they do not of course meet the case advanced by those 
economists who declare that fiscal policy must pot stop short 
at providing the revenue to meet the current charges upon the 
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national Exchequer, but must be made an integral part of the 
whole mechanism of central monetary control. Unless he had 
been willing to rival Mr. Gladstone's record budget speech of 
four hours’ duration, Sir John Simon could hardly have dealt 
thoroughly with the pros and cons of borrowing and taxing as 
methods of financing rearmament. The issue, however, cannot 
be shirked here, if only because it was in this Review four 
months ago that the case for borrowing, as against taxing, 
was so cogently argued by Mr. Thomas Balogh. : 

He and those who share his views do not of course base 
their case upon any such illusion as that thte real cost of 
rearmament can be postponed. They agree that the burden of 
rearmament must be borne by us now and cannot be shifted 
on to future generations. The factories, metal, machine tools, 
labour required to produce battleships, aérodromes, aeroplanes, 
tanks and guns must be provided now: and the serVices of 
the personnel which mans, uses and repairs those engines of 
war must be rendered now. Moreover even those items which 
are of a durable, quasi-capital nature, e.g., aerodromes, are 
not remunerative in the sense ðf bringing in income when 
they have been completed. 

There is, therefore, a strong prima facie case for raising 
the financial cost of rearmament out of taxation rather than 
loans. Physically that group of goods and services which we 
term rearmament forms part of the aggregate of goods and 
services described as the *' national income." It would seem, 
therefore, reasonable that the money required to pay for 
rearmament should come out of the money incomes of individual 
citizens, from which it can in practice only be extracted by the 
process known as taxation. 

Now there are obvious limitations to such a procedure. 
The tax-gathering machine only works slowly. It may take 
a couple of years before the income tax appropriate to a 
particular slice of a taxpayer’s income actually arrives at the 
Exchequer. In wartime, and perhaps in rearmament time, it 
may be technically impossible to carry out the ideal of paying 
out of the nation’s money income for all the goods and services 
which form part of the * real " national income. 

But that is not quite the ground on which the school of 
economists for which Mr. Balogh speaks desires to finance 
rearmament out of loans. They agree that the cost of rearma- 
ment must come out of the national income, but they assert that 
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if it is attempted to secure it in a particular way, by increased 
taxation, the effect will be to reduce the size of the national 
income. The argument as advanced by Mr. Balogh is plausible 
and up to a point incontrovertible, thoughI find it in places not 
altogether consistent and therefore not altogether convincing. 

At the present time, says Mr. Balogh, trade is flagging and 
threatens to become badly depressed. This means that 
consumption is declining and the volume of savings is becoming 
excessive in the sense that savings are tending to lie idle rather 
than find their way into remunerative new investments. In 
such circumstances, to tax further will be to reduce consump- 
tion further and to pile up idle savings. If therefore the 
Government borrows, it will not only galvanise the idle savings 
into activity in the financing of rearmament but will enable 
current consumption to continue and even to expand. Savings 
are rutfaing at the rate of £350,000,000 to £400,000,000 net 
(i.e. after providing for depreciation) per annum while it is 
unlikely that " even if the rearmament programme is extended 
and accelerated " (as has now happened) the Government 
“will need to borrow more’ than £150,000,000 a year." So 
there is no risk of inflation of prices as there would be if the 
Government raised through issues of National Defence Loan 
a larger sum than could be covered by current savings. 

All this sounds extremely plausible, and I am certainly not 
in a position to confute it directly. But I should like to set down 
certain doubts concerning his analysis which arise in my mind. 

In the first place, I question this rigid distinction between 
the effects of taxing, on the one hand, and the effects of borrow- 
ing on the other. The main objective is to secure the smooth 
transference to the production of munitions of plant and 
labour either from their present idleness (though that is 
probably not feasible on a big scale) or from their present 
civilian occupations. That process may clearly be in particular 
cases most easily and directly accomplished by specific taxes : 
for example, an additional tax on motor cars or on petrol may 
reduce the demand for new cars and so facilitate the transfer of 
motor-manufacturing plants to the manufacture of aeroplanes. 
And in general, taxation if it leads to the curtailment of spending 
on luxury goods may, even if it should result temporarily in 

some diminution of the real national income, ensure it a more 
" desirable structure than would result under a plan for heavy 
borrowing. 
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The savings which Mr. Balogh speaks of as " idle " and 
as no longer (now that there is not “ full employment” of 
industry) being utilised for civilian investment, are not, from 
the point of view of the community, uninvested. They are 
invested, unprofitably and involuntarily no doubt, in unsold 
consumption goods and in stocks of materials which ought 
to be passing through the processes of manufacture and 
distribution, but are held up at various points of the mechanism. 
True, the individual owners of the banking deposits which are 
represented by these past acts of saving and investment, 
can give a fresh impetus to production if they decide to employ 
them on some fresh enterprise. The stimulus which rearma- 
ment can give is already being given, irrespective of the owners 
of idle savings, and trade recovery may well be contingent 
upon the decision of these deposit owners to use them for the 
promotion of fresh civilian investment. Mr. Balogh fn effect 
acknowledges this when he says that “a higher rate of 
taxation would act as a strong deterrent against fresh invest- 
ment in England and might even begin to drive capital abroad,” 
and again when he speaks of the rfeed for “ measures calculated 
to bring about a revival of private investment and spending.” 

Where I feel inclined to quarrel with his rearmament 
finance prescription of "all loans and no taxes" is in its 
underlying assumption that the galvanizing of the idle monetary 
deposits must necessarily be fostered by borrowing them for 
rearmament or obstructed by increased taxation. The over- 
riding criterion, it seems to me, is to be sought in the general 
psychological effects produced by any plan for financing 
rearmament rather than in any technical distinctions between 
saving and consumption. Will the proposed plan promote the 
confidence and sense of security of the community, or not? 
The answer to that question will go far towards determining 
whether the plan will have secondary repercussions on the size 
of the national income. And the answer may depend upon 
a host of considerations, including, for example, the size of 
the pre-existing national debt and the idiosyncrasies of the 
community from which the money is to be extracted. A nation 
of shopkeepers, for example, might well have predilections in 
favour of paying cash on delivery rather than running up an 
account, and if one may judge from the public reception to 
Sir John Simon’s Budget, a “ nation of shopkeepers ” has. 
The British public have given no such signs of irritation or 
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sense of inequity as would lead one to expect a slackening of 
productive effort and a gratuitous contraction of the national 
income 

lhat seems to me a highly important fact, and as for the 
fear that high taxation may prevent fresh investment and drive 
capital abroad, I may point out that there is a formidable mass 
of evidence to the effect that it is from heavy borrowing that 
those.consequences are more likely to flow. In 1931 it was not 
high taxation, but a big Budget deficit, which led to the flight 
from sterling ; the flight ceased when taxation was imposed to 
balance the Budget. And the one country which has taken 
most seriously the arguments in favour of borrowing rather 
than taxing—France—is the country from which more capital 
has been driven and in which fresh investment has suffered 
greater deterrence than any other. 

In*a sense, the controversy between ''taxers" and 
" borrowers ” is, so far as concerns the British Budget of 1938, 
mainly academic. In the opening sentences of this article 
I suggested that the epithets “ grim ” and “ austere,” as applied 
to that Budget, were not glaringly appropriate. The Budget 
provides for the imposition of an extra £30,000,000 of taxes, - 
but it provides also for the borrowing of {90,000,000 plus the 
amount of supplementary estimates for naval construction 
and the further expansion of the Air Force. We do not know 
what those supplementary estimates will amount to, but they 
have been guessed at anything between £30,000,000 and 
£60,000,000, making a total prospective loan expenditure during 
the current financial year of from £120,000,000 to £ 150,000,000, 
In other words, the additional sum raised in taxation will not 
reach one-quarter and may be only one-fifth of the amount 
to be raised by borrowing. 

The effort made to find even this small fraction by 
taxation is not, however, to be disparaged.  Miorally, it may 
count much over the coming difficult years; even in cold 
figures, £30,000,000 a year, mounting up at compound interest, 
will add up in eight or ten years to a pretty formidable sum. 
And that brings me to the point about the case for borrowing 
which I find most remarkable—namely, the complete apparent 
indifference of its proponents to the already existing National 
Debt. Mr. Balogh did not even mention it in his article. 
Yet surely it is relevant to the decision whether to incur a still 
larger debt—unless the advocates of borrowing are deliberately 
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contemplating repudiation or inflation in the not distant future, 
in which case they should surely mention the fact just to 
encourage the lenders whom they are inviting to subscribe 
to the new rearmament loans! Here is the best calculation 
I can make of the true National Debt from year to year since 
1921. The figures are based on the official returns of 
Deadweight Debt, but they exclude Treasury Bills issued to 
the Exchange Equalisation Account (which are fully repre- 
sented by realisable assets), and include, on the other hand, 
unpaid accrued interest on National Savings Certificates. 
TRUE NATIONAL DEBT 


s Internal External Total 
£ £’ £ 
March 31st, 1921 6,447,795,000 — 1,161,565,000 7,609,358,000 
1922 6,610,631,000  1,088,670,000  7,699,301,000 
1923 6,646,580,000 — 1,155,653,000  7,802,233,000 
1924 6,590,234,000 — 1,125,813,000 7,946,047,000 
1925 6,566,248,000 — 1,121,600,000  7,687,848,000 
1926 6,552,876,000 — 1,110,768,000 ^ 7,665,644,000 
1927 6,574,165,000 — 1,101,453,000  7,675,618,000 
1928 6,553,588,000 — 1,095,229,000  7,648,817,000 
1929 6,537,654,000 — 1,084,684,000 — 7,622,558,000 
1930 6,516,281,000  1,074,158,000 — 7,590,439,000 
1931 6,471,147,000 — 1,066,662,000 ^ 7,537,809,000 
1932 6,441,106,000  1,090,837,000 ^ 7,531,943,000 
1933 6,523,859,000 — 1,060,435,000  7,584,294,000 
1934 6,534,253,000 — 1,036,545,000 — 7,570,798,000 
1935 6,521,192,000 — 1,036,545,000 . 7,557,137,000 
1936 6,525,610,000 — 1,036,545,000 — 7,562,155,000 
1937 6,538,667,000 — 1,032,563,000 — 77,571,230,000 
1938 *6,575,527,000 — 1,052,473,000 *7,608,000,000 


* Estimated, 


The outstanding point about this record is that the 


nominal amount of the National Debt on March a3rst last 
was within a million or two of its amount on March 31st, 1921. 
If the external debt be excluded as subject to special considera- 
tions, the internal debt will be found to be actually above its 
1921 total. Despite successive efforts, successively abandoned, 
to establish satisfactory sinking funds, there has been no 
reduction in the nominal total of the Debt, mainly owing to 
the effect of conversions of loans originally issued at a discount. 

It will be said that the nominal amount of the National 
Debt is not a proper measure of its “ burden," That, 
fortunately, is very true. The real burden of the Debt is 
much smaller than it was, owing (1) to the increase in the 
national income ; and (2) to the reduction in the annual sum 
required for interest. In the accompanying table a rough 
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measure of the annual burden is attempted by reducing the 
sum required for interest and management of the Debt to 
a percentage of the national income. 


(1) (2) (3 4 5 (6) (7) 

* National A i Col. (2) 

Debt Defence National Col. (2) Col. (3) plus (3) 

Year Interest and Services Income as per as per as per 

Management cent. of cent. of cent. of 

(£ millions) (£ millions) (£ millions) Col. (4) Col.(4) Col. (4) 
1924 hiy aa 115 4,055 8-0 2-8 10-8 
1928 Ma 312 113 4,339 Te 2:6 9*8 
1933 .. 224 108 3,962 5.7 2-1 8-4 
1934 ... 221^ 114 4,238 5.2 2-1 7-9 
19355 a. 221 137 4,530 4-9 3°0 7:9 
1936 .. 218 186 4,850 4.5 3*8 8:3 
1937 ... 224 ° 262+ 5,250 4-3 5-0 9°3 
1938 Ps 226 343T 5,000 4°5 6:9 ll:4 
1938 — 385% a m "E 1232 


* [gcluding allowance for accrued interest on National Savings Certificates, 
| Including sums borrowed. 
i Including rough estimate of supplementary expenditure, 
The estimates of national income are Mr. Colin Clark's 
net figures for the years 1924 to 1935, inclusive, with rough 
guesses for 1936-8. The figures in columns (2) and (3) relate 
to Budget years ending March 31st of the following calendar 
eat. 
i It will be seen that the annual cost of the National Debt 
has fallen by practically £100,000,000 since 1924. Rather 
more than half of this reduction can be assigned to the 
War Loan and other conversions of the past six years, and 
the remainder to the suspension of interest on the American 
Debt and to the big fall in interest on the Floating Debt. 
It is necessary to draw this distinction, since while the savings 
due to the conversions are largely permanent, the savings 
arising from the other two causes are of a more precarious 
nature. 

It will be seen that the combined effect of the fall in the 
interest bill and the rise in the national income has been 
a reduction from 8 per cent. to 44 per cent. in the proportion 
borne by the interest bill to the national income. No very 
precise significance can be assigned to that fact, because the 
interest on the internal debt is not truly part of the national 
income (and is, in fact, excluded from Mr. Clark’s estimates 
thereof) since it is in the nature of “ transfer expenditure "— 
money raised by taxation and going back immedfately into the 
pockets from which it came. But these percentages provide 
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Debt. -> 
Their fall (partly precarious though it is) is satisfactory. 
But contrast it with the rising burden of defence, columns (3) 
and (6), and we find that the debt interest savings have now 
been more than absorbed by the growing cost of armaments, 
which, unlike the cost of the internal debt, is “ exhaustive 
expenditure,” a true charge on the national income, The 
* burden of past and possible future wars" (see column (7)) 
is now higher than ever before in peace time. It has grown 
alarmingly in the past three years and it threatens to go on 
growing. 

While that happens, the temptation to seek, relief by shaking 
off the only part of the burden which, in the mental state of 
Europe to-day, it is possible to dislodge—the existing National 
Debt—must inevitably increase. A year ago the Government 
planned to borrow £400,000,000.for defence over the following 
five years. Who to-day would dare to assert that that limit 
wil be observed? Who would lay odds on the final total of 
the loans not exceeding £1,000,000,000? It would, in these 
circumstances, be foolish to ignore the possibility that an 
increase in the total of the National Debt; with or even without 
a rise in interest rates, might impose such strains upon our 
fiscal situation as could only be relaxed either by some measure 
of compulsory conversion of the debt or by a new and substantial 
depreciation of sterling. 

Which type of relief were chosen would depend upon 
considerations of various kinds, including, not least, the 
political complexion of the Government then in office. We 
have had experience enough since the war of inflation and 
default to know that the indirect consequences which result 
from them are widespread and unpleasant, sometimes even 
disruptive. 

To add recklessly to the National Debt at the present 
time is, to my mind, to run ultimate risks of the gravest kind. 
The pre-Budget campaign against increased taxation was of 
capitalistic origin and conducted in capitalistic newspapers. 
As one who wants to mend, but not to end, the capitalist 


System, I suggest that the prayer of the far-sighted capitalist 


should rather be, " Tax me if you must, but for heaven's sake 
don't ask me to lend you any more.' 
roth June, 1938. O, R. HOBSON: 
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Notes of the Month 


The Money Market—During May the accumulation of 
cash by the Exchange Equalisation Account, as the result of 
the French repatriations, had made money a little less abundant 
than usual, especially as there was some evidence that the 
Exchange Equalisation Account had used part of its cash to 
buy securities both from the market and from the Bank of 
England, thereby causing a contraction in the credit base. 
The payment of the half-year's War Loan dividend, however, 
during the first few days of June put an end to that slight 
contraction in the supply of credit. In effect, the cash thus 
remaining in thé hands of the Exchange Equalisation Account 
was used to pay the War Loan dividend, while the increase 
in the floating debt necessitated by this big payment mainly 
took the form of issues of ''tap " Treasury bills to the 
Exchange Account. Thus the banking system recovered the 
cash which it had lost to the Exchange Account in May, and 
once the Whitsun currency had returned from circulation, 
the banks and the market were well supplied with cash. 

These movements can be illustrated by the following 
extracts from recent Bank returns :— 

May 4th May 25th June 15th 





(£ millions) 
Note Circulation... s T — 490-5 480-2 485-7 
Public Deposits ... wae vu iis 10-7 26-5 11-6 
Bankers’ Deposits - vss vin 117-5 91:2 109-1 
Securities in banking department... 145-2 124°6 140-2 


Reserve ... wee woe eee owe 36-7 47-0 41.5 
Total resources of banking department 181-9 171.6 181-7 


Immediately before the War Loan dividend payment, 
public deposits were at the unusually high level of 
£26:5 millions, while the banking department's securities 
had fallen from f£145:2 to £124°6 millions. The payment 
of the War Loan dividend reduced public deposits to their 
normal level of £ir:6 millions, while the securities in the 
banking department had risen by June 15th to £140: 2 millions, 
The total resources of the banking department were also back 
to their level of May 4th, immediately prior to the French 
repatriations. Thus bankers’ deposits, which were only 
fÍ91:2 millions on May 25th, returned to £199'1 millions, 
Had it not been for the collection on June 15th of £8-0 millions, 
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representing the initial payment on the new Defence Loan, 
bankers’ deposits would have risen to £117'1 millions. Thus 
the disturbance caused by the French repatriations has now 
been eradicated. The only lasting consequence is that “ tap ” 
issues of Treasury bills have risen by £29 millions, as the 
result of the use of the Exchange Account's cash to pay the 
War Loan dividend. This means that, as the War Loan 
dividend payment is made good out of revenue, there will 
be a reduction in the volume of Treasury bills issued -by 
tender, for the “ tap ” bills now held by the Exchange Account 
will not be redeemed unless the Exchange Account has to buy 
fresh gold or foreign exchange. 

This fast inference was brought home. to the market in 
the middle of June, During the three weeks preceding 
June 30th it is customary for the joint stock banks to reduce 
their purchases of bills, so that they can replenish their cash 
in preparation for their June 30th statements of accounts. 
This practice was duly followed, with the result that early in 
June discount rates began to harden. On June roth the 
minimum price for new Treasury bills fell to £99 16s. od. 
per cent., equivalent to an average tender rate of 12s. 9-19d. 
per cent., whereas the rate had previously averaged only a few 
pence over ros. per cent. Market rates had also hardened to 
$ per cent. for both Treasury bills and three months’ bank bills. 
The following week, however, the position changed. The 
Government had in hand the £8-0 millions of Defence Loan 
money, while the Exchange Account had also been selling gold 
in order to meet the temporary demand which developed that 
week in the London bullion market. As the authorities had 
all this money in hand, they only allotted £48-0 millions of 
Treasury bills on June 17th, in place of the original offer of 
£500 millions. There may also have been larger applications 
for bills from official sources. The result was that the 
minimum price for Treasury bills rose to £99 17s. 1d. per cent., 
making the average tender rate rris. 5:68d. per cent. The 
following week allotments were £5 millions less than maturities, 
while the average tender rate was ros. 9:18d. per cent. On 
July rst a big turnover of funds is expected. That week's 
maturities of Treasury bills are concentrated in the last three 
days of June, while all that week's new Treasury bills are 
paid for on July rst. This procedure is followed to carry 
the market over the end of the half-year. On July rst the first 
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call of nearly £40 millions on the Defence Loan also falls due, 
so that one way and another heavy payments will be made to 
the Government. As a minor offset, about £11 millions will 
be paid out in dividends on Government stocks. No serious 
pressure for funds is expected. 


The Foreign Exchanges.—With the relaxation of nervousness 
over international politics, sentiment in June began to move in 
‘another clirection, for a belief developed on the Continent 
that a fresh devaluation of the dollar in terms of gold was 
under consideration. This belief rapidly gained ground until 
during the week ended June 18th it stimulated a big demand 
for gold in the London market. This demand cathe initially 
from the Continent, but it quickly spread so that orders for 
gold came also from India and the United States. During 
that week over £7,000,000 of gold was dealt in at the “ fixing ” 
alone, and the London price of gold rose to a premium of 
124d, per ounce over the American shipping price. This 
demand for gold was met mainly from official sources, but 
towards the end of the week, when the movement began to 
subside, there was a certain amount of re-selling. Meanwhile 
the tendency to sell dollars and buy gold caused the New York 
rate for sterling to rise from $4:941 to a maximum of $4-981. 
Many commercial interests took advantage of this new 
“dollar scare" to cover their autumn requirements by 
buying dollars either spot or for delivery within one or two 
months. The following week a better atmosphere prevailed, 
and the scare received its quietus on Tuesday, when the 
American Treasury issued a statement denying categorically 
the rumours of a fresh devaluation of the dollar. By June 2and, 
the New York rate was back to $4:954. French francs 
have been steady, with the rate recently at Frs.1774, but there 
has been no further repatriation of French funds. Belgas 
have improved considerably since their weakness of early May. 
The Belgian Bank rate, which was then raised from 2 to 4 per 
cent., has since been reduced to 3 per cent. Spot belgas are 
no longer quoted against the dollar at the export gold point, 
while in London the discount on forward belgas is much less 
than it was in May. There has been no marked movement 
in guilders or Swiss francs, but the difficulties over the 
Austrian loan negotiations and the possibility of the suspension 
of-the Anglo-German Payments Agreement caused a fresh 
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liquidation of debts subject to standstill arrangements with 
a consequent widening of the discount on registered marks. 
Rupees remain at under rs. 6d. and it looks as if the Indian 
Reserve Bank will have to meet Government's sterling needs 
out of its own resources, even if it does not have to sell sterling 
at the statutory rate of 1s 54d. per rupee. Still the Reserve 
Bank has ample resources and early in June announced its 
determination to carry out its statutory obligations. 


The Stock Exchange.—The main event of the mónth was 
the issue, on June 15th, of the second Defence Loan of 
£80 millions. It is a 3 per cent. loan, repayable in 1954-58, 
and was Offered at a price of 98 per cent. These terms 
compared favourably with the yield on comparable Government 
stocks, and unlike its predecessor the-loan met with a good 
reception from the public. It has since been quoted at à small 
premium, and the gilt-edged market generally has remained 
firm in spite of this addition to the total issues of Government 
stock. In the foreign bond market the German and Austrian 
issues have been weak and erratic, as the result of the default 
on the Austrian payments due on June rst and the attendant 
negotiations both before and since that date. Home rails and 
industrials were weak and dull during the first three weeks of 
June, but the improvement in the international political outlook 
and also the rally in Wall Street has since brought about an 
improvement. There was a temporary rise in Argentine rails 
in the second week of June. Oil shares have been inactive, 
but prices were steady to firm. Rubber shares failed to 
respond to the reduction in the export quota, but shared in the 
general recovery towards the end of the month. Gold mining 
shares were firm during the first two weeks of the month, but 
Washington's denial of a further devaluation of. the dollar 
led to some selling. Base metal shares have shared in the - 
recent recovety. 


Overseas Trade.—Both imports and exports in May, 1938, 
were substantially lower than those of the previous year. 
Compared with April, 1938, they recorded a slight increase, 
but this is only superficial, as May contained more working 
days than April. Raw material imports fell from £21*5 millions 
in April to £20°4 millions in May, a movement which probably 
reflects some contraction in volume, especially if allowance is 
made for the difference in the length of the months. Exports 
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of British manufactured goods rose from £29:3 millions to 
£29°5 millions, but this apparent improvement is insufficient 
to compensate for the greater length of May. 


Apr., 1937 May, 1937 Apr, 1938 May, 1938 


£ millions 
Imports ... 83-0 83-2 73-7] 75-4 
British exports ... sca 43-0 42°7 37°3 38-2 
Re-exports ‘ 1:4 T:4 5-0 T:À 
Total exports ... 50-3 50-1 42°35 45:4 
Import surplus ... is 32-7 3-1 51-4 30-0 


mu mri * 


| 
| 
| 


Comparing May, 1937 and 1938, there were increases in 
the volume of 1mports:of wheat, wool, petroleum, rubber and 
non-ferrous metals. There were decreases in sugar, iron ore, 
raw cotton, flax, hemp, jute, hides, wood pulp, iron and steel 
manufactures and machinery. Exports of coal, machinery, 
boots and shoes, locomotives and motor cars increased in 
volume, but otherwise there was a general contraction. 

The returns for the first five months of 1937 and 1938 
are summarised below :— 





TA Jan.-May, Jan.-May, | Increase (+) 
a 1937 1938 Decrease (—) 
£ mn. £ mn. £ mn. 

Total Imports iu i s 395-2 393.4 — 1.8 
Retained Imports... - ai 361-8 365-5 + 37 
Raw Material Imports ios aie 124.3 113-9 — 10-4 
Manufactured Goods Imports  ... 104.6 104.2 — 0:4 
Total Exports, British Good Py 206-9 196-3 — 10-6 
Coal Exports ... ve ee ‘aie 13:4 15:2 + 1-8 
Iron and Steel Expor iva sie 18-8 18-9 + 0:1 
Cotton Exports T — sus 28:4 22-2 — 6-2 
British Manufactured Goods Exports 160-4 154-7 — 5-7 
Re-exports ... ‘ive EN os 33° 4 27°9 — 55 
Total Exports ah di in 240: 3 224:2 — 16-1 
Visible 'Trade Balance e we | — 154-9 — 169.2 — 14:3 





Compared with last year, total imports are not much 
lower, but raw material imports have fallen by £10'4 millions. 
This decline is not incommensurate with the year’s fall in 
prices, so that taking the five months as a whole there may not 
. have been much change in volume. Exports of British goods 
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are also lower than a year ago, and here price changes cannot 
be so readily adduced as an explanation of the decline. It 1s 
noticeable that the year’s contraction in cotton exports more 
than accounts for the total drop in exports of manufactured 
goods. The import surplus is £14:3 millions greater than 
a year ago, but it is no longer growing so rapidly as it was 
last year. 


Commodity Prices.—Wholesale prices have been much 
steadier during recent weeks. This is illustrated by the 
following table, showing the course of prices in England and 
the United States :— 

i WHOLESALE PRICES . 
(September, 1931 == 100) 
United Kingdom United States 

1937, March 136-8 135.1 , 


December Sss va a 128-0 12155 
1938, January .. — ee tees 128.2 120-9 
February P n tes 124-2 119-7 
March ... ns Vue idi 122-9 119:2 
End of April... m ‘vs 122-9 116-9 
End of May  ... m pai 120-0 117-2 
End of June... is a 120:2 117.6 


American wholesale prices have now been rising slowly 
for approximately two months, while more recently British 
commodity prices have become firmer. Thus the Liverpool 
price of raw cotton has undergone little change since the end of 
April, and the decline in wool prices has also been checked. 
Non-ferrous metals and rubber registered improvements 
during June. It may be premature to describe these move- 
ments as constituting the beginning of recovery, for much 
depends upon the future course of American produce markets, 
but at least the decline in world prices, in evidence during the 
past year, has for the moment been checked. 

The Ministry of Labour’s cost-of-living index number 
for Great Britain was on June rst 55 per cent. above its pre-war, 
level. This represents a fall of one point during the preceding 
month and a rise of three points during the past year. The 
decline of one point during May is not due to any seasonal 
movement, but the normal seasonal increase is shortly due to 
begin. The retail food price index number also fell by one 
point during May, from 39 to 38 per cent. above its pre-war 
p On Jihne Ist, 1937, it was 36 per cent. above its pre-war 
evel. 
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Home Reports 


The Industrial Situation 


While business registered a further contraction during 
May the deterioration was perhaps not quite so marked as in 
March or April. Early June showed signs of a further re- 
cession, but there have simultaneously begun to emerge one 
or two-more hopeful indications. On the political side there 
is the development of a better atmosphere in Europe, while on 
the economic side the rise in American commodity prices since 
the end of April, and in British prices during the latter part 
of June, may be significant. Nevertheless, while there are 
one or two recent signs that the downward trend of American 
business is at last being checked, May recorded a further 
deterioration. Few people expect a recovery in the United 
States before the autumn, and some hold that it is now no 
longer possible to hope for a recovery before next year. 

In England there was little change either way in employ- 
ment between April and May. The total number of employed 
in May was 11,375,000, which is not much less than in May, 
1937. Unemployment, however, has increased during the 
year from 1,396,800 to 1,779,000. Coal production and 
exports were well maintained during May, but new orders 
are badly needed. The iron and steel trades are still active, 
but output continues to decline and stocks of certain materials 
are growing. The May increase in steel production was solely 
due to the greater number of working days in the month. 
The engineering industries remain active, but these, too, are 
losing ground. The cotton trade is very depressed, and both 
spinners and weavers are working at barely half their normal 
level of activity. There was, however, some improvement 
at the end of June. The wool industry has not so far responded 
to the stimulus of firmer raw material prices, Rayon production 
was well maintained during May, but otherwise none of the 
textile trades have recorded any improvement. The building 
industry remains active, with no sign of any approaching 
recession. Employment is well maintained, and plans passed 
during May showed a slight improvement over the previous 
year, 

Among more general indications of the state of business 
the demand for industrial chemicals has been quiet. Railway 
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goods traffic receipts continue to shrink, but electric power 
consumption is increasing. As mentioned above, wholesale 
prices have become steadier, with a tendency to rise in both 
England and the United States. Retail trade in May was 
6:1 per cent. less in value than a year ago. As regards British 
external trade the volume of raw material imports was lower 
in May than in April, when allowance 1s made both for price 
movements and for the difference in the length of the months. 
There was, however, comparatively little change in .expotts 
of British manufactured goods. Shipping movements were 
little changed from April, while the decline in Shipping freights 
has been checked. 

News from the Empire is not too discouraging. Useful 
rains have fallen in India, and crop reports from Canada are 
good. On the Continent the French textile trades are deriving 
some benefit from the May depreciation of the franc, but 
this is partly offset by the upward trend of internal prices. 
There is no improvement in Belgium, while Holland and the 
Scandinavian countries are now being affected by the world 
recession, Trade in Germany remains active. 

Taking a general view of business conditions to-day it 
would be wrong to suggest that there has been any improve- 
ment. On the contrary the trade curve continued downwards 
during May and early June. Still, there are one or two signs 
of a better atmosphere, and in England at least there are several 
new indications of greater resistance to the recession, though 
not of actual recovery. The main need to-day is for any 
improvement in atmosphere to be translated into a freer flow 
of new orders, and this stage has not yet been reached. For 
this reason alone it is impossible to view the immediate business 
outlook with any high degree of encouragement. On the other 
hand, some of the recent tendencies mentioned above are 
beginning to justify a slightly more hopeful view of the future 
than was permissible during the earlier part of the year. 


Agriculture 


England and Wales.—According to an official report the 
slight break in the drought at the end of May brought on 
the corn crops, which are generaly in good condition. 
Germination» in some districts, however, was uneven. The 
sowing of sugar beet and roots was delayed until the rain, 
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but was practically completed by the end of May. "There has 
been little growth on pastures, and hay fields are expected 
to give a light yield. The acreage laid up for hay is also 
smaller than usual. The additional 4d. per gallon on the 
wholesale price of milk for July is welcomed, but lamb prices 
remain very low, The soft fruit harvest has been very small. 


Scotland.—After the beneficial rains a month ago, vege- 
tation in Scotland became transformed, and although towards 
the end of June the surface appeared dry again, the countryside 
generally was looking very fresh and green. Grass in particular 
has come on amazingly well, and turnip and beet singling have 
been carried ouf under ideal conditions. In the produce 
markets there has been little grain on offer and prices were 
very steady. The old crop of potatoes is now practically 
exhausted, and local earlies are almost ready for lifting. 
In the livestock markets supplies were up to average, and 
rates generally moved in favour of buyers. 


Coal 


Hull.—Conditions remain quiet. Most collieries are 
working short time, and stocks of certain qualities are 
accumulating. The official prices of coals for export have 
been reduced, but they are not yet attractive enough to 
animate the market. 


Newcastle-upon-I'yne-—Demand for most classes of coal 
continues limited, and few buyers are showing interest except 
for immediate requirements. Practically all collieries in 
Northumberland and Durham are requiring extra prompt 
trade, and a certain amount of idle time is experienced. The 
downward trend of prices continues without attracting additional 
trade. In the coke market buyers show little interest in prompt 
loading, on account of stocks abroad, although the concession 
in the cartel prices for July shipment should attract more 
trade for loading during July. 


Shejfield—There is a fair demand for industrial fuels, 
although the past few months have shown a certain slackening. 
Export trade is quiet and new business is very limited. Reduced 
production of pig-iron is adding to the growth of stocks of 
coke, Blast furnace qualities are a heavy market. Household 
fuels are very quiet. 
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Cardiff.—General conditions in the South Wales coal 
trade are very dull, Although collieries are curtailing outputs, 
supplies are usually in excess of requirements. Prices, however, 
remain practically unchanged, and notwithstanding the waiting 
policy of buyers, collieries give no indication of relaxing prices 
to any extent. 

Newport.—Foreign shipments of coal during May totalled 
155,000 tons, compared with 156,000 tons in April and 
148,000 tons a year ago. Dock shipments, foreign and coast- 
wise, amounted to 236,000 tons, against 237,000 tons in April, 
and 217,000 tons in May, 1937. : 

Swansea.—A little more business was passing for anthracite 
coals during May, and best classes of anthracite large moved 
satisfactorily. Other classes of large were also moving steadily, 
with the exception of red vein qualities, which were .slow. 
Best classes of sized qualities were in moderate demand, but 
the cheaper coals were in good request and commanded full 
quoted prices. The smaller sizes were very heavily engaged, 
and supplies were only secured with difficulty. Culm moved 
satisfactorily, while both breakers and billy duffs were steady. 
The steam coal market showed little change, and until the 
industrial position improves no revival is expected. 


Scotland.—The position at the collieries in Scotland has 
gone from bad to worse. Not only has inland demand for the 
household coal depots, public utility works and industries 
shown a further shrinkage, but export business has also failed 
to expand. Many of the collieries have been compelled to 
curtail outputs, but the market is still saturated with supplies 
on offer for export. Demand for screened qualities 1s very 
restricted. There is a slightly better demand for supplies of 
nuts against contracts, but the improvement is due mainly 
to reduced outputs. Ayrshire is disposing of sized fuel without 
difficulty, apart from trebles, which are in abundant supply. 
Navigation coals are dull, for a good many steamers which 
would in the ordinary way take supplies at Scottish ports 
are being accommodated at lower prices at Continental ports. 





Iron and Steel 

Birmingham.—Consumers are still overstocked in most 
cases, and new buying is negligible. Rolling mills are on short 
time, and likely to remain so for some months. Pig-iron prices 
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are definitely reaffirmed until the end of the year, and with 
this decision all iron and steel prices are now fixed until 
December 31st, 1938. The general feeling is that a downward 
movement is certain. Consumers will probably be slow to 
commit themselves, and buying for necessary requirements only 
is likely to take place in the second half of the year. 


Newport.—Iron and steel imports totalled 12,200 tons in 
May, compared with 3,000 tons in April and 10,600 tons 
a year ago. Exports totalled 14,600 tons, against 16,200 tons 
in April, and 14,300 tons in May, 1937. A regular coastwise 
service for steel from Lincolnshire, which was previously 
carried by rail, has been started for a large local works. This 
traffic is dealt in at a river wharf. 


Shejfield—The production of basic steels has declined 
further,- and little recovery is expected until the autumn. 
Production is well maintained in acid carbon steels, chiefly 
owing to accumulated orders, but the amount of new business 
is disappointing, Trade in alloy steels is rather dull. Makers 
of stainless and acid-resisting steel report good business. The 
scrap market is dull and many firms have stopped deliveries. 





Tees-side-—New business in nearly all departments is very 
small. The process of absorption of the considerable stocks 
accumulated since the beginning of the year is proving slower 
than was expected. Pig-iron production has been drastically 
curtailed. Eight furnaces have been blown out during the 
last two months, but it is not yet certain that the output has 
been completely adjusted to the sudden shrinkage in demand. 
Imports of both pig-iron and semi-finished steel have ceased, 
and it is now hoped that the statistical position will improve, 
although it is recognised that consumption is on a very much 
lower level. Disturbed international conditions have played 
havoc with the sheet trade, and export business generally is 
at alow ebb. Small light sections and plates are taken only in 
small tonnages, but there is a good and regular consumption 
of heavy structural steel. This section-has suffered least, and 
further useful orders in connection with rearmament are 
anticipated. 


Walsali—Mialleable ironfounders continue slack, and 
orders from car manufacturers show a decline. Conditions in 
the tube trade are also easy. 
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Swansea.—There was no improvement in the condition 
of the tinplate market during May. Demand, especially on 
export account, was very weak. Makers were short of specifi- 
cations, and were therefore unable to keep their works 
employed at more than 35:90 per cent. of capacity. 


Glasgow.—Business is very restricted and in most branches 
short time working is unavoidable. Makers of heavy steel are, 
however, well employed in the production of materials for 
shipbuilders and other important consumers. The Clyde yards 
have still a good many contracts on hand, and will doubtless 
receive a considerable proportion of the orders which have 
still to be-*placed by the Admiralty. Prospects in the steel 
industry are therefore not discouraging, in spite of the fact 
that Clyde shipbuilders are not booking many orders for 
mercantile tonnage, in the construction of which relatively 
more steel is used than in the case of warships. Sheet makers 
report that the demand for material for use in the motor 
industry is disappointing, as a result of the large quantities 
imported in the first quarter of the year, and outputs are 
much below capacity. Stocks of imported steel are, in fact, 
very heavy, and this accounts to a large extent for the restriction 
of production at the steel bar and iron re-rolling industries. 
Orders are badly needed by makers of tubes, except in the case 
of large-diameter hydraulic-weld pipes, which are in strong 
demand. The pig-iron market is quiet, owing mainly to the 
accumulation of stocks. 


Engineering 

Birmingham.—Constructional engineers are still fairly 
well occupied, but new business is not coming to replace 
finished contracts. The motor and motor cycle trades continue 
quiet. Manufacturers engaged on work in connection with 
rearmament are active, and it is thought that the full effect of 
the Government programme has yet to be experienced. Drop 
forgers are well employed. Provisional approval has been given 
by the City Council for the erection by Lord Nuffield of a large 
aircraft engineering factory at Tyburn, near Castle Bromwich. 


Bristol.—The building trade is generally good, and a 
further improvement is expected in the coming weeks. General 
and constructional engineers are also busy, particularly in the 
aircraft section. 
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Coventry.—Conditions have not improved to any great 
extent, and there has been a slight increase in the number of 
unemployed. Orders in the motor car industry are as a whole 
decreasing. Arrangements are now being made for the 1939 
models. Aircraft and aero-engine factories are working to 
capacity. Export trade in cycles is satisfactory, but home 
demand has slackened. The motor cycle industry continues 
to fluctuate. Machine tool makers are still doing good business. 


t=:  Manchester.—Miachine tool makers report continued 
activity but a slight falling-off in new orders in the heavy 
section, There is sufficient work on hand, however, to ensure 
full employment for some time to come. Deliveries of raw 
materials have shown some improvement. 

Sheffield —There. has been a distinct decline in new 
business, in some sections, but makers of precision tools, . 
engineers' small tools and woodworking tools are still working 
to capacity. Home trade 1s fairly well maintained, but exports 
show a slight decline compared with a year ago. 

Wolverhampton.—Building continues on a satisfactory level, 
and general engineering is fairly good. Makers of electrical 
plant are maintaining their output at a high level, and firms 
on rearmament work are busy, including aircraft makers and 
suppliers of components, as well as producers of vehicles and 
other supplies. 

Glasgow.—Mlercantile orders remain scarce and the yards 
catering for this class of work are now becoming apprehensive 
regarding their prospects. Naval work, on the other hand, 
is going ahead rapidly, and it is estimated that with the 
Admiralty programme in view there will be close on five 
years of steady work for the naval shipyards. Marine engineers 
reflect this position, some being well employed, while others 
find business quieter. Most of the other engineering trades 
are moving steadily, but would welcome a speeding-up of 
new orders. 


Metal and Hardware 'Trades 


Birmingham.— The non-ferrous metal trades remain quiet. 
There has been a slight improvement in some sections, but 
business generally is difficult and the outlook is obscure. 
Political conditions continue to have an advesse influence. 
Exports to the Colonies remain fairly good. Short time is 
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being worked, and little improvement is likely before the 
autumn. The general hardware and hollow-ware trades are 
also experiencing a seasonal pause. l 


Sheffield.—Conditions remain quiet in most sections of 
the cutlery trade, and much short time is being worked. The 
demand for table knives is below normal for the time of year. 
The most active sections are those engaged in the production 
of scissors and safety razor blades. The sterling silver and 
E.P.N.S. sections are quiet but firm. . 


Walsall.—A slightly better tendency is reported in the 
metal and hardware trades. i 


Wolvexhampton.—Hardware is the only moderate demand, 
but certain sections such as locks and builders’ hardware show 
some improvement. The hollow-ware trade is also somewhat 
quiet on the domestic side, but other sections of the sheet metal 
trade are fairly satisfactory, " 


Chemicals 


Most sections of the chemical industry were quiet during 
May, on account of the international situation. There was 
a little more activity in industrial chemicals towards the end 
of the month. Sales of weed killers and fertilisers were below 
normal, owing to the prolonged drought. Refined coal tar 
was the only coal tar product in which any interest was shown. 
Pharmaceutical chemicals have been a dull market. Exports 
of chemicals, drugs, dyes and colours during May were 
£243,139 less in value than in May, 1937. Imports showed 
a decline of £112,400, 


Cotton 


Liverpool.—On the “spot” market quiet conditions 
have continued, reflecting the severe depression through which 
the industry is passing. The forwardings of American cotton 
to the mills of the world for the season to date are 10,131,000 
bales, or 2,394,000 bales less than the corresponding period 
last year. “ Futures" prices for current months opened 
at 4°54 on May 2oth and fell to 4-14 by May 3oth, but a steady 
recovery took place during June, the closing price on June 22nd 
being 4:62d. per lb. The speculative support which the 
market has had latterly seems to have been encouraged by the 
rumouts of impending currency inflation by the United States 
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Government. “‘ Hedging” operations have been on a re- 
stricted scale, and the small supply of contracts has not always 
been equal to the demand. Weather conditions for the new 
crop are satisfactory. 


Manchester.—lhere has been no improvement in the 
position of the yarn and cloth markets, and the deterioration 
which set in about six months ago is now very marked. On 
all sides complaints are heard that the slump in the industry 
is the ,worst in post-war years, and markets are lifeless. 
Deliveries under existing contracts are not being taken up, 
and an increasing number of looms are becoming idle, with 
the result that unemployment figures are steadily rising. 


Wool f 


Bradford.—Business remains very quiet. Topmakers are 
not disposed to make further reductions in view of the cost of 
wool in Australia. They are much more concerned about the 
taking up of existing contracts than they are about new orders, 


Hawick.—Although more repeat orders are coming forward, 
the Border tweed trade remains dull, with most of the mills 
working only three days per week. The only marked activity 
is on the part of those factories supplying the big ready-to-wear 
houses. Some of the hosiery firms report increased business, 
and the recent fine spell has rather helped the demand for 
knitted woollen goods, Dyers and spinners are mostly on 
short time. 


Other Textiles 


Dundee.—All sections of the jute trade are quiet and 
spinners and manufacturers are unable to make any progress. 
In the majority of cases consumers are only making purchases 
for immediate requirements. Prices for yarns and cloth are 
still being well maintained in spite of the lack of business and 
the fall in jute prices. New crop continues to be quoted at 
a discount on old crop. 


Dunfermline. —A little more interest is being shown in the 
Fifeshire linen trade, but buying is still spasmodic and generally 
in no great quantities. Very little interest is being shown in 
the raw material, and it is evident that slightly lower prices 
than those at present quoted would be accepted for flax and tow. 
The market for the latter is at present almost at a standstill. 
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Clothing, Leather and Boots 


Bristol—There has been a seasonal decrease in business 
in the boot and shoe trade, but the position 1S nevertheless 
alittle better than a year ago. In clothing there has been a slight 
seasonal improvement in the ready-made and wholesale bespoke 
section, and unemployment in other sections 1s almost negligible. 

Walsall_—Tanners are still quiet, but a slight improvement 
is noticeable. Orders for fancy leather goods are smaller in 
volume, and conditions remain easy. ' 


Shipping i 


Bristol.—Grain imports have improved, and feeding stuffs 
are well in advance of last year's traffic. Other commodities 
have shown considerable fluctuations, but trade 1n the aggregate 
is on an average level. Stocks of grain in the Authority's 
warehouses show considerable improvement, and thé stock of 
timber and general goods is well maintained. 

Hull,— There is only a limited demand for tonnage, Rates 
for all directions remain at the recent low levels. 

Liverpool.— Yhe freight market has developed a quiet 
tone for all trades. Rates have been difficult to maintain, 
as shippers are reluctant to pay the schedule figures. 

Newcastle-upon- T yne.—F reights for all directions are easy. 
The improvement for the Mediterranean during May has not 
been maintained. 

Southampton.—Large shipments of Jersey new potatoes 
are now being received at Southampton Docks by the Southern 
Railway Company's vessels, and owing to the earlier start of 
the season this year the total imported in May—117,000 
packages—was the highest ever dealt with in this month. 
Owing to the exceptionally early season, one of the chartered 
ships annually employed in this trade was requisitioned by 
the Southern Railway Company during the first week in May. 
Southampton handles a greater proportion of this traffic than 
any other British port, and in the course of the season, which 
usually lasts for two months, 250,000 packages of potatoes 
are dealt with at the docks. A new regular service to South 
America will be inaugurated in August with the sailing of 
the Hamburg-American line’s new motor liner “ Patria,” of 
15,000 gross tons. After leaving the Continent the “ Patria ” 
will call at Southampton on August 30th outward bound for 
the West Coast ports of Callao, Guayaquil, Valparaiso, etc. 


hes 
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^Cardiff.—lhe freight market is quiet. There has been 
a slight revival in the shorter trades, but otherwise the tone 
is easy. | 
Newport.—Freight rates have shown still further weakness. 
Various efforts are being made to secure co-operation among 
owners to prevent rates going down to their old disastrous levels, 
and there is an increasing tendency to lay up both large and 
small tonnage. 


Swansea.—Orders from the Continent remain scarce, and 
rates have shown no appreciation, as ample tonnage is offering 
to cover exporters’ needs. The market is quiet for all directions, 
although a little more activity was in evidence towards the 
end of May. ° | 

East of Scotland.— here were twenty vessels on loading 
turn at the Forth coaling ports at June i8th. The Leith 
dock returns for May show another disappointing decline in 
coal export business, Other exports, including bunker coal, 
iron and steel, and paper were also down. Many of the 
imports showed improved trade, notably wood, but grain 
showed an appreciable decrease. The freight market is 
unchanged, enquiry being mostly for the Baltic. 


Glasgow.— There has been no improvement in the demand 
for tonnage to load coal at ports in Scotland, and all sections 
of the market are quiet. Shippers are still principally interested 
in the Baltic section, in which a few boats are wanted for 
discharge at Finnish and Danish ports, for which boats are in 
ample supply and rates steady. The Bay and the Mediterranean 
are practically bare of orders, and a minimum of business is 
offering in the near Continental section. 


Foodstuffs 


Liverpool, grain.—Price changes in the wheat “ futures "' 
market have been erratic throughout the month, but closed 
almost unchanged at 6s. 64d. per cental. The late recovery 
is due to dry conditions reported from Canada and to extensive 
damage to the United States winter wheat crop, where 
estimates have been marked down from the last official bureau 
forecast of 761 million bushels. In Australia and the Argentine, 
where crop progress is satisfactory, shipments hgve been well 
maintained. Italy has made extensive purchases, but the 
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demand from the rest of the Continent and the United Kingdom 
has been slower. The price of maize has fallen 4d. per cental 
to 7s. Plentiful supplies of American maize have counteracted 
the slow Argentine export movement where the July shipment 
quotation is oid. per quarter higher. Growing conditions 
in the latter country are still unfavourable. 


| Liverpool, provisions,.—A firmer market is evident for 
Continental bacon, and arrivals are meeting with a satisfactory 
demand. Prices for American hams are steady. There ‘is 
an excellent demand for canned meats at firm prices, and the 
market for canned fruits continues to expand with prices 
maintained, Empire and Continental makes of butter have 
been quiet and quotations somewhat easier. Little change 
is noticeable in the prices for lard, but demand shows signs 
of improvement. The market for cheese has been quietly 
steady. : 
Fishing 

Brixham.—Landings of all classes” of wet fish were well 
up to average during May. Demand has been keen, and good 
prices were obtained. The mackerel season is promising, and 
good catches are being landed. 

Hull—May was a very straightforward month. Supplies 
were reasonably good, although there was a shortage of flat 
fish of all descriptions, and prices were fairly moderate. The 
embargo on White Sea and Bear Island fishing started on 
June rst, and will probably have the effect of slightly restricting 
. supplies. 

Penzance-—The mackerel fishing during May was very 
good, and some excellent catches were taken by drifters from 
the East Coast. Prices have kept steady on the whole, and 
demand has been keen. The Cornish liners also had some good 
catches. Demand for ray and skate continues to be good, 
and conger is also much better this year than last. Best 
catches were from £160 per week to £70. 


Scotland.—An improving trend has been noticeable in the 
herring fishing at the Moray Firth ports, and owing to the 
heavy landings at Peterhead on June 17th, which were cleared 
with difficulty, the.local Area Committee decided to close’ the 
port overnight. Landings at Fraserburgh and Peterhead, the 
two principal ports, for the period to June 18th, totalled 
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24,939 crans, valued at £44,434, as compared with 48,390 crans, 
valued at £52,231, for the corresponding period last year. 
Heavy landings have also been made at Lerwick, where both 
quantity and value are up on last year. Mixed results are 
reported from the West Coast, but Stornoway has been 
‘intermittently busy, and the herrings have been of excellent 
quality. The line fishing round the coast was rather light, 
with prices generally firm. 


Other Industries 


Carpet-making.—Kidderminster reports that there is still 
a certain amount, of short time working in the carpet trade, 
but most departments improved during May. The devaluation 
of the franc enables.France to send carpets over here at 
IS. per square yard less than previously ; imports already show 
a considerable increase. Prices of wools have fallen during 
the past few months, and dealers are therefore only ordering 
from hand to mouth 1n anticipation of further declines. 


Paper-making and Printing.—Bristol reports that the 
printing section is not so busy as a year ago. Employment in 
other branches is good. 

Edinburgh reports continued dullness in the paper-making 
trade, with most of the mills working at less than 50 per cent. 
of capacity. In addition to the accumulation of stocks referred 
to last month, the export trade with the Far East is almost 
dead at present—another factor contributing to the dullness. 
Manufacturers are, however, maintaining existing rates. Ihe 
printing trade is still quite busy with very little unemployment, 
although the bookbinding side is easier, if anything. 

Timber.—Hul reports that market conditions still show 
very little change from the dullness which has so far prevailed 
this year. Consumption figures are up to normal, but the bulk. 
of these supplies have been taken from stocks, These are being 
denuded of specialities, and consequently merchants may 
shortly start purchasing again for their current requirements. 
The main deterrent to improved business appears now to be 
the uncertainty of the Russian position. With their balances 
off the market, the probability is that buying would be resumed 
on the usual scale; but, in view of past events in which the 
sellers have been concerned, importers are naturally reluctant 
to enter into any commitments. 
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Overseas Reports 


Australia 


From the National Bank of Australasia Limited 


Industrial construction and business activity continue 
at a high level, but the lower prices for wheat and industrial 
metals, plus the expected 176,000 bales reduction in the forth- 
coming season's wool clip, indicate a lower aggregate value 
for next year's exports. A contraction of imports is apparently 
necessary to check the outflow of banking reserves held in 
London and to maintain easy credit conditions in Australia. 

Widespread rains during June improved production 
prospects, particularly those of wheat and butter. Adequate 
rain is still needed in the Riverina and certain other important 
pastoral districts, i 


Canada 
From the Imperial Bank of Canada 


Business operations, though variable, have recently 
indicated some improvement, after a period of slackening 
activity. The extent of the recession has been estimated 
at between 5 and 6 per cent., as compared with a year ago. 
Industrial activities are being well maintained, compared with 
the falling-off in export trade. Crop prospects in. Western 
Canada are the best for several years. 

Adverse factors are a further moderate decline in 
commodity prices, a falling-off in freight car loadings (in 
which the curtailed movement of wheat is an important 
factor) and the disappointing showing of the construction 
industries, activity in which has fallen to about 30 per cent. 
below last year’s level. Favourable factors are the fairly high 
level of employment, the strong market for high-grade bonds, 
the renewed rise in bank deposits, the comparatively well- 
maintained level of iron and steel production, and the increased 
— of copper, nickel, lead, silver and asbestos, as well as 
of gold. 

In an effort to sustain employment the Government has 
added about $40,000,000 to the Budget estimates to provide 
for public works. It raises the total estimates of Federal 
spending fos the year to $525,000,000—a new high record 
with the exception of the last year of the World War. 
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Bombay.— The raw cotton market has been weak, so much 
so as to have had a depressing influence upon other markets. 
Latterly, however, demand has begun to improve. The 
monsoon has developed earlier than usual, with heavy rain 
on the West Coast and in the central parts of the country. 
Sufficient rain has already fallen to allow sowing to begin. 


.' Trade in piece-goods has been slow, and large stocks of | 
imported goods are having to be carried over until next season. 
Business in yartis is also restricted. 


Calcutta.—The baled jute market was very steady during 
early May, but an easier tone developed later, though with a 
fair amount of business. Raw jute has been a very quiet 
market. . The prospects of the new crop continue favourable, 
although slight damage has been caused by excessive rain in 
some districts. In hessians there has been no improvement 
in demand for burlap, and stocks are again higher. The drop 
in North American consumption is discouraging. Heavy 
goods have been lifeless, and easier rates have not attracted 
buyers, At the first tea sale of the new season on June 6th, 
quality from Darjeeling was average, but tea from Dooars was 
below standard. Business in hides has deteriorated further. 





Burma 


Rangoon.—Exports of rice from Burmese ports this year 
total 1,762,000 tons, or about 40,000 tons above last year’s 
corresponding total. Conditions have been dull in all sections, 
and prices have fluctuated but little. Demand from India 
continues quiet. Jungle markets have been easier. In the 
European timber market large London stocks are limiting 
business. The Indian market continues quiet. In Rangoon 
log prices are slightly steadier. In hardware offtake is slow, 
but may be considered normal for this time of year. The 
Indian market is still over-stocked. 


Eire 


The prolonged spell of dry weather was succeeded in May 
by heavy rains and later by frequent showers which have done 
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much to improve the agricultural position. All crops have 
benefited and pasture growth has been markedly stimulated. 


Livestock are in good health and improved conditions, due 
to the abundance of fresh grass now available. 


Markets are encouraging. The supply of cattle on offer is 
adequate to the brisk demand. The removal of the bounty 
on cattle for export caused an inevitable setback, but this is 
believed to be temporary. Normal conditions should soon 
obtain, and the outlook is promising. The supplies df sheep 
and lambs on offer are somewhat smaller than of late. 

The new Government loan to meet the agreed payment 
of £10,000,000 to Great Britain has been suecessfully floated. 
Bearing interest at 3$ per cent. and issued at par, it was soon 
over-subscribed and opened on the market at a premium 
of £2, around which price it has remained. 


France 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first five months 
of this year was Frs.7,773 millions, compared with Frs.7,560 
millions last year. . The trade returns are summarised below :— 


First five First five 
months,1937 months, 1938 Difference 
Frs. mill. Frs. milf. Frs, mill, 
Imports — 
Foodstuffs 4,267 5,102 + 835 
Raw Materials 9,884 11,384 +1,500 
Manufactured Articles ... 2,435 2,977 + 542 
Total 16,586 19,463 4-2,877 
Exports— 
Foodstuffs 1,320 1,590 + 270 
Raw Materials 5,146 3,821 + 675 
Manufactured Articles . 4,560 6,279 +1,719 
9,026 11,690 --2,664 






































The franc value of imports has increased by just over 
17 pet cent., whilst exports have increased by nearly 30 per cent., 
as compared with 1927. 


The number of registered unemployed on June 11th 
was 371,359, compared with 333,367 at the same time last 


374 


year. Railway receipts from the beginning of the year to 
June 3rd amounted to Frs.5,767 millions—an increase of 
Frs.1,317 millions, or 29-60 per cent, compared with the 
same period last year. It must be remembered that rates 
were increased, in July, 1937, and again in January this year, 
by approximately 45 per cent. 

The latest cost-of-living index for May shows a slight 
increase over April. Retail prices in Paris of 34 household 
requisites (1914 = 100) are as follows :— 


1936, May  ... sive e Dos 459 
1937, May  ... at ips iss 586 
1938, April... is in sa 691 ° 
1958, May  ... s os T 698 


The improved conditions which were manifest on the 
Paris stock market a month ago have not been maintained, 
the Bourse being influenced by international tension. 


Le Havre.—The cotton futures market has been dull, 
with a downward tendency owing to the difficulties of the 
spinners in selling their yarn, and uncertainty regarding the 
new crop which will be added to the already heavy world 
stocks. Deliveries to the mills have been only moderate, 
but they have exceeded arrivals so that Havre stocks have now 
fallen to 268,000 bales. 


Coffee futures for early delivery have maintained a firm 
tendency throughout the month, but distant months are now 
several francs per kilo. cheaper than the current month. The 
volume of business has been moderate. Deliveries to the 
interior have been approximately the same as arrivals, and 
stocks are now 553,000 bags. 


The “ Taxe Coloniale,” which was Fr.20 per roo kilos., 
has been increased to Fr.40 in support of the Government 
policy of improving the type of French Colonial coffee. 


Lille.—The general situation in the cotton textile industry 
shows some small improvement. The lower value of the franc 
has helped exporters. A welcome increase in demand for 
yarns from Belgium and Germany and an upward movement 
in exports in cotton goods to South American countries 1s to 
be noted. The home market shows no improvement, as fears 
for the future continue to have a depressing influence. 
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Buyers prefer to keep their assets liquid rather than to buy 
for stocks. The general opinion is that manufacturers’ stocks 
are very low, and a return of confidence would quickly change 
the outlook throughout the trade. The mills are stil working 
a 32-hour week, but delivery delays add to the difficulties of 
spinners, and stocks of yarns continue to grow. 


In flax the tendency of the raw material is firm at prices 
which the spinners consider they cannot pay, and little business 
is passing. The Soviets have entirely withdrawn ffom the 
market and the small business passing has been in Belgian and 
local growths. Demand from the trade shows no improve- 
ment. The prospects of the local crop have considerably 
brightened, but a possible shortage of future supplies remains 
a grave problem for spinners. Conditions among the weavers 
have not improved, and further curtailment of working hours 
may have to be imposed. 


Roubaix.—International uncertainty continues to check 
the textile trade. The slight increase in activity among 
spinners and manufacturers, which was apparent after the recent 
devaluation of the franc, has been maintained, but the higher 
prices for manufactured goods, which are another consequence 
of the lower value of the franc, are checking new orders for 
the home market. Spinners report a certain activity on 
export account. Combers are well occupied, as fairly heavy 
weights of raw wool have been arriving recently from overseas. 
The majority have sufficient wool on hand to keep working at 
about 80 per cent. of normal for a few months. Demands for 
both tops and noils remain restricted. Enquiries for export 
have been more in evidence than for home account. Prices 
have been slightly lower in sympathy with the fall in other 
centres, Unemployment shows a small decrease. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—No branch of trade or industry is escaping 
the general depression, and stock exchange transactions are 
negligible. Worsted spinners and manufacturers are suffering 
from a lack'of new orders. Woollen spinners and manu- 
facturers have less to complain about, but the volume of business 
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is mtich reduced. The iron and steel trades are reducing their 
output, cotton and jute mills are unable to find an outlet for 
their production and diamond cutting is practically stopped. 


Unemployment shows a decided increase. 


Brussels,—In the iron and steel trades the Entente 
Internationale de l'Acier and the International Conventions 
between British and Continental producers of steel have been 
renewed until the end of 1940. It has also been decided to 
maintain prices at their present levels, at all events for the 
time being. It'is hoped and believed that this clarification 
of the position will induce buyers to come forward. . 


If the positidn as a whole in the coal market shows little 
change, it nevertheless tends to become more and more 
difficult, The demand for domestic anthracite remains satis- 
factory, but other qualities are not in demand. Requirements 
for industrial fuel are limited and the demand for export is 
restricted. Stocks are increasing, and certain companies are 
not resuming work after the week-end until Tuesday morning, 


Germany 


During May the number of unemployed fell from 423,000 
to 338,000. Germany is not as yet being affected by the 
recession elsewhere. Export difficulties are being met by a 
system of export premiums, and prices of raw material imports 
have fallen even more than have prices of exported finished 
goods. The system of Government control of capital invest- 
ment is in operation, although private enterprise, particularly 
in the sphere of consumption goods, is still active. On the 
other hand there is a constant flow of State orders which can 
be regulated to fill any gap between full productive capacity 
and the demands of private industry. State orders are now 
financed entirely out of tax revenue or the proceeds of long- 
term loans, and no longer by the issue of special bills. The 
State, however, still issues six months’ Treasury certificates 
in anticipation of receipts from tax revenues or loans. 


Holland 


The economic recession is being clearly felt irf this country, 
which was later than other countries in benefiting from the 
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previous recovery, The volume of foreign trade as a whole 
registered in May the smallest figure since February, 1937. 


FOREIGN TRADE OF THE NETHERLANDS 
Percentage of 


Imports Exports Imports covered 
In millions of guilders by Exports 
1937 1938 1937 1938 1937 1938 
Januaty ... iud 106 119 13 82 68-9 68-9 
February ... - 105 118 79 82 15-2 69:5 
March  ... as 125 120 94 90 15:4 [5-0 
April — vos 142 115 101 81 71:1 70-4 
May .. «= 128 110 90 83 ,703 755 
Total QUU ss 606 582 437 418 72° 1 71:8 


The decline in wholesale prices has not yet come to an 
end. In May there was a further reaction, as will be seen from 
the following table :— 

INDEX NUMBERS OF WHOLESALE PRICES 
(1926-30— 100) 


Raw Manufactured General 
Foodstuffs Materials Products Index Number 


September, 1936 ... 65.8 48-4 66-1 62-6 
Average, 1957 . ... 75-8 69-3 78-8 76:2 
January, 1958 |... 79-0 61-8 78-1 75-2 
March, 1938 e. 45:4 59-3 77-0 15-2 
April, 1938 elo 7444 58-0 76-6 72.5 
May, 1938 e 74°04 57:1 76:0 71:9 
Percentage rise since 

September, 1936 13:1 18:0 15.0 14:9 


Allowing for the depreciation of the guilder, which amounts 
to about 18 per cent., the level of prices is considerably lower 
than 1n September, 1936. 

The Government ts occupying itself to an increasing extent 
with business affairs. The restrictions on trade and transfer 
operations in a number of countries made it necessary some 
considerable time ago to exercise strict supervision over imports, 
with the result that quotas were fixed for many articles. The 
low prices of agricultural products, threatening a large part of 
the farming population with ruin, not only led the Government 
to forbid the selling up of farms, etc., but was also the reason 
for extensive emergency legislation. Of more recent date is 
an Act which enables the Government to forbid the establish- 
ment of new retail businesses of several kinds. These powers 
have already Been applied to butchers’, bakers’, shoemakers’ 
shops, and commercial stationers; and is now extended to 
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grocers, garages and the motor car trade. No new businesses 
of these kinds may be started without a licence from the 
Minister of Economic Affairs. 


Norway 
The trade returns are summarised below :— 
May, April, May, 5months, 5 months, 





1937 1938 1938 1957 1938 

s Kr. mill, Kr. mill. Kr. mill, Kr. mill Kr. mill. 
Imports ... TM 121.0 106-8 96-0 543-5 504-0 
Exports ... °... 61-9 54-2 50-1 325:4 óll:4 
Import surplus ... 59-1 52-6 45:9 220~1 192°6 





damnit, Ahmar nce Lon n d 


Exports show a decline as regards metals, paper and ships, 
to mention the largest items, while imports have declined 
principally as regards iron, coal, oils and cereals. The import 
of motor cars shows an upward trend. 

The general index number of the cost of living on 
May 15th was 171 (July, 1914 — 100). This was the same as 
in the two previous months. 

The wholesale price index for June 15th has dropped one 
point since the preceding month, from 154 to 153 (1913 — 100). 

The monthly index of industrial production (basis 
1935 —100, adjustments made for the varying number of 
working days), is set out in the following table :— 


Home Market Export Total of 
Industries Industries Industries 
Year March April March April March April 
1934 ... ‘ive 94 95 103 87 97 92 
1935... sus 98 100 101 98 99 99 
1936... Sete 108 107 104 96 107 103 
1937 ... Ses 125 127 112 104 121 119 
1938... ee 122 124 111 104 118 117 


The number of unemployed persons recorded on the 
registers of the official employment exchanges, in excess of 
vacant positions, amounted to 25,693 in May against 29,850 
in April, and 26,298 in May, 1937. 

A substantial increase in Norwegian idle tonnage took 
place during May. On June Ist, 1938, some 86 Norwegian 
ships, totalling 291,000 tons d.w., were lying idle, compared 
with 97 ships of 180,790 tons d.w. on May 1st. The June ist 
return was the worst since October, 1935,'when 355,610 
tons d.w. were lying idle, 
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Sweden 


No appreciable change has taken place in the position 
of the principal Swedish export industries. Prospects in the - 
timber industry may soon become brighter, seeing that con- 
sumption is good in different countries, notably in England, 
Holland and Germany. Stocks have also been brought down 
to a more normal level. Buyers are showing renewed interest 
in the market. At the meeting of ETEC held 1n Prague at the. 
end of May, it was stated that a restriction of the year's timber 
output to the extent of about 300,000 standards 1s to be expected, 
partly as a result of Austria's absorption by Germany (involving 
about 100,006 standards) and partly owing to the enhanced diffi- 
culties of procuring timber, especially in Swedén and Finland. 

It is evident that a process of limitation of output is now 
under way in Sweden in respect of various kinds of paper pulp 
and paper. In October-November, 1937, the production index 
of the Federation of Swedish Industries reached its peak at 
123 (1935 =100), but by April it had fallen to 105. Sales are 
now very limited, and are in many cases associated with previous 
contracts. The tone on the mechanical pulp market is dull 
and quiet. 

The production of paper shows a sharp decline, that of 
kraft paper amounting to only 35 per cent. of capacity, while 
the output of sulphite paper and greaseproof is 50 per cent. 

The Swedish iron market is in a more stabilised position. 
The export of iron ore is still proceeding on a record scale, the 
figure for May being 1,354,000 tons, against 1,044,000 tons 
for May last year. 


Denmark 


Ample rain has fallen and harvest prospects have improved 
to such an extent that a normal yield 1s now expected. Only 
in those parts of the country affected by sand-drift is the 
damage irreparable, but through the Government and a nation- 
wide public subscription much is being done to help the 
farmers concerned. 

Dried fruits, tea, broken rice and ground rice are from 
June 3rd no longer subject to import restrictions. The import 
value of these articles is-about Kr.5 millions; the import 
value in 1937,0f all goods now on the free-list was about 
Kr.555 millions. In spite of the great extension of the free- 
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list, the foreign exchange position of the National Bank has 
improved, the balances abroad having increased from Kr.70°4 
to 88:2 millions during the past month. 

Imports in April totalled Kr.117-3 millions and exports 
Kr.125°3 millions. Both figures are considerably lower than 
in 1937, when imports aggregated Kr.r4r:3 millions and 
exports Ki.139-3 millions. For the first four months of 1938 
the import surplus has totalled Kr.57:9 millions, compared 
with Kx.51:3 millions in 1937. 

~- Another drop of one point during May has brought the 
wholesale price index down to 112, The indices for both 
imported and exported articles remain unchanged at 116 and 
1IO respectively, which compare with 133 and ror a year ago. 
The import index has decreased during the past year by 17 
points, while the éxport index has risen by 9 points—a 
development highly in favour of Denmark. 

At the end of May 79,957 men or 17-9 per cent. of all 
registered workers were unemployed. A year ago the per- 
centage was 14:8 per cent. The increase is greatest in the 
house building trade, this being due to dwindling activity. 
Only 8,300 flats are at present under construction as compared 
with 14,100 a year ago. 

The shipping freight index during May fell from 125 to 
123, and 1s now 39 points lower than a year ago. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


During the last month business on the bourses has been 
extremely quiet. Federal bonds are very firm, with few 
sellers, and 1t is extremely difficult to carry out a purchase of 
any substantial amount in a short time, Since May 18th, 
when the sterling exchange had risen to Frs.21-77, due, it is 
believed, to large purchases of sterling to cover gold trans- 
actions, it has greatly improved in favour of this country, and 
is now fairly steady at Frs.21-65/66. 

The Swiss Federal Government has decided on an 
expenditure of some Frs.415 millions, a great part of which 
is to be utilised for defence and for public works to occupy 
the unemployed. Frs.200 millions of this money is being 
obtained by an extraordinary tax on big stores and multiple 
shop undertakings, also on the one-price shops. 
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Morocco 


From the Bank of British West Africa Limited 


Business conditions in the French Zone continued to 
improve as a result of the satisfactory late spring rains. Crop 
estimates are 49/50 per cent. better than last year, and this 
should mean a general harvest slightly under average. Wheat, 
barley, canary seed and linseed are coming on to the market 
freely, and stocks of the first two are accumulating owing fo 
the export embargo not having yet been lifted, The barley 
crop is estimated at between 8 and ro milliqn quintals, and 
wheat at 2% to 3 million quintals. A very good maize crop 
is anticipated. The duty-free quotas for French Moroccan 
exports to France for 1938-1939 have been published, and 
are on similar lines to previous quota arrangements. The 
demand for imported goods, particularly in hardware and 
Japanese textiles, shows a continued improvement on the 
better crop outlook and prices tend to harden. Among their 
other big irrigation schemes, the French authorities have 
recently completed and set into action the new great barrage 
to serve the Beni Amar plains in Central Morocco, covering 
an area of approximately 800 square miles, which has hitherto 
suffered severely from drought and famine. These works 
include a new power station of 7,000 kilowatts. The develop- 
ment of the fishing and fish canning industry in French 
Morocco has resulted in 44 factories being engaged during 
1937, aS against 29 in 1935, employing 8,000 hands and 
preserving 13,800 tons of fish. 


The United States 


While further declines in business activity are reported, 
there has been a slight rise in the general price level of 
commodities, but this 1s regarded by many as merely a natural 
reaction after a long period of decline. 

Comment on low money rates has become almost mono- 
tonous—gi-day Treasury bills dated June 8th were sold to 
the market on the basis of -04 per cent. per annum. Deposits 
with the members of the New York Clearing House Association 
averaged $10,380 millions in the middle of June, an increase 
of about $300 millions in four weeks. At the end of May 
* Brokers " loans were reported at $459,263,905, or a further 
slight decline during the previous month. Business on the 
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Stock Exchange is at a very low ebb, and for the staffs of many 
houses the situation is assuming a very serious aspect, as 
numerous firms are not covering their expenses. 

The Department of Agriculture has recently announced 
a reduction of 81,195 tons in the sugar quota for 1938, making 
the authorised quantity now 6,780,566 tons, Even this new - 
figure is probably 5 per cent. in excess of any volume likely 
to be consumed this year. Trading in raw sugar has been 
devoid of interest. Local refiners have had to meet competition 
from the South. The general opinion seems to be that for 
the near future.the rubber market will remain steady, with a 
rather narrow price range. Recently, whenever the market has 
fallen below 12 cents, consumer interest has been manifested, 
but it does not follow the price upward to any particular 
extent. 

Home sales of copper during May totalled 18 853 tons, 
compared with 22,790 tons for April. Practically all producers 
have curtailed output sharply, as even at a price of 9 cents 
per lb. American buying does not appear very brisk. Sentiment 
is a little better than it was. Notwithstanding some slackening 
of activity in the tinplate industry (now operating at less than 
45 per cent. of capacity) the price of spot “ Straits" tin is 
distinctly firmer. Towards the end of May producers of lead 
decided to bring the price down to 4 cents per Ib. Since the 
beginning of June sales have averaged about 50 per cent. above. 
those for the parallel period in May. 

Against the 79 furnaces in blast on May rst, only 72 were 
operating on June rst. Output of pig-iron during May totalled 
1,255,024 tons, a daily average of 40,485 tons, compared with 
45,871 tons for April. Steel ingot production for May was 
1,806,805 tons against 1,925,166 tons for April. The United 
States Steel Corporation reports another decrease in its 
shipments of finished products, which last r onth amounted 
to 465,081 tons. At present the teel industry is reported as 
operating at about 25 per cent. of capacity, and the outlook is 
far from encouraging. Consumers are only buying for their 
immediate requirements. Orders anticipated in connection 
with Government inspired work have not yet materialised. 
Little is now expected from the automobile industry before 
the end of August at the earliest. 

The quantity of cotton sent abroad this year is still slightly 
in excess of the 1936-37 season’s exports. Trading in cotton 
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has been moderately active, Up to June 2nd the Government 
had advanced $234-9 millions under the loan scheme against 
3,377,000 bales. This represents an average basis of 8: 39 cents 
per ib. 


South America 


From the Bank of London and South America Limited 

Argentina.—Ploughing for wheat, linseed and oats continues 
everywhere, but sowing is being delayed because of excessive 
moisture in the soil. Grain prices were weak early in June, 
and business was restricted. Deliveries of maize from the 
interior have been retarded as the result of the recent rains. 
The second official estimate of the 1937-38 maize crop indicates 
a probable yield of 4,545,000 tons, compared with a yearly 
average of 8,798,680 tons for the previous five seasons. Exports 
of all kinds rose from 103:7 million pesos in April to 
110-7 millions in May, but in May, 1937, they were 180-2 
millions. Retail trade was dull during May, and practically 
all lines of imports are now heavily over-stocked. 


Brazil.—Coftfee exports during May totalled 1,391,000 bags, 
compared with 1,482,000 bags in April last, and 916,998 bags 1n 
May, 1937. Shipments for the first eleven months of the 
1937-38 crop year are 13,000,000 bags, compared with 
12,346,000 bags in the first eleven months of 1936-37. Stocks 
of Brazilian coffee in Europe and the United States are 
estimated at only 2,936,000 bags on May rst last, compared 
with 4,014,000 bags a year before. It is expected that the 
harvesting of the cotton crop will be completed by the middle 
of July. Heavy rains, which fell at the end of May, may affect 
the size of the harvest. It is thought that more than half the 
available supply has been booked for Germany and Japan. 


Japan. 

The new Government is extending and tightening its 
measures of economic control. Leather and hides have been 
added to the consumption regulation list, and petrol rationing 
has been made stricter. Foreign trade continues to shrink. 
Steel production, textile yarn output, railway traffics and 
other economic indices are well maintained. Wholesale prices 
are again rising. The stock market has been heavy in spite 
of easy tnoney and good company reports. 
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Statistics 
BANK OF ENGLAND 


Issue Department 





. Note Govt, QUIE Other | Silver | Fiduciary 
Circulation. Debt. Securities. Securities.] Coin, Issue. 


ne | || mnn —M | ám Ó— ———Á | —MM | —M—M———Á———(ii iii anana | D orat hii 


End March, 1931 | 357-1 | 11:0 | 232.0 | 12-9 40 | 260-0 | 1445 
» 1932| 360-5 | 11-0 | 2409 | 19-3 $8 | 275-0 | 120-8 
» 1934| 378-8 | 11-0 | 245-4 0:1 3:5 260.0 | 191-1 
» 1935, 38L4 | 1L:0 | 246-7 0-2 2:1 260-0 192-5 
» 1936! 4065 | 11-0 | 246-5 1:5 1:0 | 260-0 | 200-6 








»  », 1937| 473-8 | 1L0 | 1870 2-0 ER 200-0 | 313-7 
June 15, 1938 | 4857 | 11-0 | 188-9 s = 200-0 | 326-4 
June 22, 





1938 | 483-3 11-0 189:0 — — 200-0 526° 4 





Banking Department 








: Govt. iDiscounts| Other 
pLubHc | Bankers | Other || Secur- | and | Secur- | Reserve. || Propor- 
eposits. | Deposits, | Deposits. ities. Advances. ities. tion. 


£ mn, £ mn. £ mn. £ mn. £ mn. £ mn. £ mn, % 





End March, 1931 | 17:2 58-8 34°7 30°3 | 246 | 25:7 | 48:3 || 45:6 


1932 | 27:2 54°6 34.4. 35:7 | 11-7 | 5L-1 | 35:9 | 30:9 


» s 1934) 17-5 94-5 36:9 Ti-1| 5-6 | IL'O | 73-4 | 49:2 


1935 | 20-1 96:6 41:2 87-6; 5-6 | 11-4 | 71-7 | 45:5 


,  J936, 18:0 85:6 57:0 80-3 | 5-0 | 16:7 | 549 i 39:6 
i 1937 | 52-2 62:3 38:5 | 100-5 7:1 | 22-9 | 40°8 | 27-7 











a — | MM mÓÀÓae [| tá € — | — M eM—nnÓÁ— | | ar — M 


1938 | 1L:6 | 109-1 43-2 | 114.4 | 5:7 | 20-1 | 41:5 | 25:3 
1938 | 21:6 | 105-5 35°35 | 110-2] 5:5 | 20-6 | 44-0 } 27-1 





March, 


n” 
5? 
+? 
3? 


+t 


LONDON CLEARING BANKS (monthiy averages) 


1931 
1932 
1934 
1935 
1936* 
1937* 


April, 


May, 


19358* 
1938* 


Accept- Balances Call 
: ances and ' Invest- 
Deposits. Guarne Cash. ate Short Bills. eae Advances, - 
tees, etc. QUES. | Money 
£ mn. £ min. £ mn. £ mn, 





1765-9 | 121:5 | 184-0 | 43-5 | 114-1 | 240-4 | 311-1 | 936-1 
1,676: 4 98-7 | 174-0 | 43-4 | 112:5 | 216:8 | 281:9 | 902:1 
1,830-6 | 112-8 | 218-9 | 43:5 | 1204 | 2021 | 547°1 | "753-0 
1923-5 | 117.7 | 214-0 | 43-6 | 133-4 | 207-0 | 614-4 | 766:8 
2,108-3 | 105-2 | 216-7 | 53-8 | 162-4 | 252-0 | 635-1 | 849-2 
2,244-2 | 122-5 | 225-8 | 62:7 | 169-8 | 247-8 | 667-4 | 934-4 


—————A—— D — 9 [n——H— | —MMM M [| n———— — | L—————M M ———e———Á OONN 


2,208:0 | 1119 | 246:4 | 59-7 | 150-1 | 248:5 | 637.7 | 993-7 


2,762:7 | 116-0 | 251-1 | 61:6 | 146-1 | 279:6, | 630°6 | 981-0 


* Includes the District Bank. 


LONDON BANKERS’ CLEARING HOUSE RETURNS 


1930 ... 

1931... 

1932 ... 

I935...— ves 

1934 ... 

1935 ... 

1996 44 we 0*3 
1937 ... 

1937 to June 23 
1938 to June 22 
1937, June (4 weeks) 
1938, Tune (4 weeks) 















































43,558 
36,236 
82,112 

32,138 . 
35,484 
37,560 
40,617 
42,686 
21,106 
18,814 
3,382 


an, "r| mun 

£ mn. £ mn. £ mn. 
38,782 1,812 2,964 
31,816 1,668 2,152 
27,834 1,610 2,668 
27,115 1,657 2,766 
30,740 1,760 2,984 
32,444 1,887 3,229 
35,039 2,040 3,538 
36,719 2,162 3,805 
18,219 1,054 1,833 
16,008 1,012 1,794 
2,920 167 295 
2,423 149 265 








2,837 


BANKERS’ PROVINCIAL CLEARING RETURNS 


Mar., 
1936 


pO, O | | pO, AOOO | M M M — | M M | ———— Eaa 


£ mn. 
Birmingham...| 11-9 


Bradford... 5-9 
Bristol T 5°3 
Hull... isi 4:0 
Leeds ii 4-4 
Leicester ... 3°6 


Liverpool ... | 34-2 
Manchester... | 58-0 


Newcastle-on- 
Tyne... 6-5 


Nottingham 2:8 
sheffield... 4:6 


25.6 
42:5 


5:7 
1:9 


Mar., | Mar., 
1934 | 1935 
"ei $6 
4:2 3:8 
5*4 4:9 
3°2 5:2 
4:4 4°3 
3°3 2:8 
26-8 | 25-8 
46-11 42-8 
6-9 5:5 
2:0 2:0 
5°6 3°4 


3.1 
27-5 
44-9 


5-7 
2:1 
4-3 


3°35 
35:8 
50:7 


6:3 
2:4 
6-0 


3.3 
24-8: 
44-0 


6-9 
2-3 
4-8 


iea | Togs 
š 9-1 ELE: 
3:6 3°38 
4:9 5:9 
$4 3-4 
41| 40 
2:9 3:0 
19-7 22:4 
38°21 40-1 
6:4 6:7 
2°0 21 
4:6 4-5 


Britta | a_i | SEND | Ae | enti | — | —— M | eget | ——————— 


141°2 | 106-2 | 117-2 | 108-1 | 115-8 | 134-6 | 114-5 


98-9 | 105-5 
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LONDON AND NEW YORK MONEY RATES 
















LONDON New YORE 
Treasury Bills ERB. 
Bank 3 Months’ Short Re- Call. Accept- 
Rate | Tender| Market Bank Bills Loans discount | Money ances 
ate Rate Rate 
Percent.jPercent.|| Per cent, Per cent. | Per cent. || Per cent, | Per cent. Per cent, 
End March, 1931 ó Aii | 2-28 | 24-24 2-24 2 l 1$ 
v » 1932 ot | 244 li 2i-2l 2-5 ó 24 21 
m „e 1954 2 $3 Li 4% t li 1 $ 
» » 1935 2 D i-i vet 4-1 li l Is 
m Hn 1936 $ $$ i i5 i-1 li i Iu 
» —» BI | d X hi | 1b | 2 | s 
May 25th, 1938 | 2 i 4 
June 22nd, 1938 2° 1 & i 


FOREIGN EXCHANGES 














London | 1936 1931 1938 
ie June 24 | June 23 | May 25 | June 1 June 8 | June 15 | June 22 
New York— | 
(a) Spot... 5.024 4.90418 4-943., 4-94, 4956] 4:974%) — 49545, 
(b) 3 months || iéc. p.m. | lj45c. p.m. | 5c. p.m. | ác. p.m. | ic. p.m. $46 p.m. | $$c. p.m. 
penus eae 5:031 4-942 4.997 4.9 5:01 5.031 5:002 
aris— : 
(a) Spot... | 7644 1103 17818 17833 17844 178$ 17744 
" RE 3 months || Fr. 5$ dis. | Fr. 64 dis, |Fr.l, dis.|Fr.1,% dis,| Fr. 145; dis.|Fr. 14, dis.| Fr. 1$ dis. 
er 
'(a) Official... | 12:49 12:331 12:321 | 12:32 12:321 12:30} | 12:30 
(b) Registered . 
Marks || 472% dis. | 484% dis. 1514% dis.bli96 dis. 524% dis, |522% dis|54195 dis. 
‘Amsterdam 1:421 8:991 8:97 8-967 8-96 8-952 8:95 
Brussels wee | 29-74 29:27% 29: 34 29°254 | 20-281 29.214 | 29-21 
Milan ... 631g 93518 9315 94 944 944 94.8. 
Zurich 15-43 21-563 21-704 | 21-72 21-734 21-644 | 21:564 
Stockholm — ... | 19-391 19-394 19-393 | 19-393 | 19-393 19-394 | 19:394 
Madrid ..] 562 85* 115* 115* 115* 115* 115* 
Prague e || LOLA 141148 14248, 1421 1424 142% 14248. 
Buenos Aires— 
(a) Export... i 15 15 15 15 15 15 15 : 
(b) Import... | 17:05 16-00 16-00 16-00 16-00 16-00 16-00. 
(c) Free 18:18 16-28 18-95 19-05 19°05 18-96 18-98 
Rio de Janeiro-- 
Prov. Deposit 
Rate | 87$350 158500 878120 87 $100 813180 87$500 | 87$200 
Valparaiso — ... || 130* 131i* 125* 125* 125* 125* 125* 
Bombay " 18id. 18id. l788d. | 17413d. | IHd. l73$d. | 173d. 
Hong Kong .. 15jgd. 1443d. 14£d. 14£d. 14id. 143d. 14íd. 
Kobe .. sis 1/2 1/134 1/2 1/2 1/2 1/2 1/2 
Shanghai e. 148d, 14,0. Ild. | 104d. 94d. 83d. 83d. 
Gold price — ... || 138s, 74d. | 140s. 5d. |140s. '74d./140s. 73d.| 140s. 54d. | 140s. 9d. | 140s, 10d. 
Silver price ... 1933d. 19i8d, 181$d. 18iád. 18igd., | 183d. 18}éd. - 





PUBLIC REVENUE AND EXPENDITURE 











1934-5 | 1935-6 | 1936-1 | 1937-8 to to 
June 19 | June 18 

REVENUE— £ mn. | £mn. | £ mn. | Emn. | mn. | £ mn. 
Income Tax _ MT wee | 228-9 | 238-1 | 257-2 | 298-0 11:6 10:4 
Sut- Tax ae oat soe | 51:2 51-0 53-6 57-1 4.6 5:7 
Estate Duties ... a ove | 81:3 87°9 88-0 89-0 20-4 5*0 
Stamps 24- 25-8 29-1 24:2 3°3 375 
National Defence Contribution — — — 1-4 — 14. 
Customs sii on 4.11851 | 196-6 |21L:3 | 221°6 48-3 46:1 
Excise .. | 104-6 | 106-7 | 109-5 | 113-7 25:8 25°7 
Motor Vehicle Duties 

(Exchequer Share) S 5-1 5-0 32°7* | 34.6* 4. T* q:6* 
ther Tax Revenue ... ane 3:1 21 1:7 1:7 0-1 0-1 
> — 

Total Tax Revenue... ~. | 683-4 | 713-2 | 783-1 | 841-3 | 118-8 | 112-5 
Post ‘Office (Net Receipts) . 12-2 11:7 11:0 10:5 6:8 4-8 
Crown Lands 1°3 1-4 1:4 l:5 0-2 0-2 
Receipts from Sundry Loans 4-4 4-9 4-5 5-2 0-4 0:4 
Miscellaneous Receipts oo A5" 21:7 21:6 13-5 Ll 1:2 

Total Non-Tax Revenue e. | 335:0 39°7 41°6 31°3 8:5 6:6 


mn" — —— A —————— Mn! | — n —— s E i —Ü a — (dé d 


Total Ordinary Revenue e| 716:4 | 752-9 


ee | ieee | MM ÓÓ— | M — M | — —— | ————————————- 

















Post Office... wat ..| 61:8 66:1 71:9 76-1 11-6 | 13-7 
Road Fund ... "s ..| 26:4 25:8 — — m — 
Total Self-balancing Revenue... | 88-2 91-9 71:9 76-1 11:6 15:7 

EXPENDITURE— 
National Debt Interest ..1211-6 |211:5 | 210-9 | 216-2 74°0 13:9 
Payments to N. Ireland ... 6:8 7:2 8-0 8-9 ll 1.28 
Other Cons. Fund Services... 3°6 5:7 à: 2 31 0:4 0:5 
Post Office Fund  ... T 2-3 1-1 0-4 — — — 
Supply Services bs ow» | 472-2 | 512-0 | 594-7* | 605-0* | 112-6 34:0 


ane | nS | tinny |__| ne | m —— ÜÀ — U^ 


Total Ordinary Expenditure ... | 696-5 | 737-5 | 817-2 | 833-2 | 188-1 | 209-6 








Sinking Fund ... yes es | 12:3 12-5 





p———— án — áÀÀ— | nad ee Rema?) Aes thy P 


Self-balancing Expenditure 


(as per contra) oes ..] 88-2 91-9 71-9 76-1 11-6 15:7 





* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-37 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 























Coal — Pig-Iron Steel 

Tons mill. Tons thous. | Tons thous. | 
Total 1913 287-4 10,260 7,664 
, 1995 a. 243-2 6,262 7,585 
, 1929 057-9 . "589 9,636 
' , 1930 243-9 6192 7,326 
., 1931 219-5 3,773 5,203 
, 1932 | 208-7 3,574 5,261 
» 1938 : 207-1 4,136 7,024 
» 194 ae gs 221-0 5,969 ° ' 8,850 
» 1985 222-9 6,426 9,842 
, 1936 228-5 7,686 — 11705 
» 1937 m ; 241:2 8,497 12,964 
"Total to May, 1937 100-6 3,312 5,232 
Total to May, 1938 99-8 $464 -| 5,150 
BOARD OF TRADE PRODUCTION INDEX NUMBER T 

(1930 = 100) 

Complete Year 1937 1938 

1936. | 1937. | Ist Qr. | 2nd Qr.| 3rd Qr.| 4th Qr. | Ist Qr. 

Mines and Quarries «. ... 94-4| 99-8| 99:4 | 100-5 | 95-6 | 103-9 | 104-1 

Iron and Steel AR ..| 150-1 | 166-6 | 158-1 | 165-6 | 165-5 | 177-3 | 168-6 

Non-Ferrous Metals ... we | 143°8 | 165-3 | 154-4 | 166-7 | 173-7 | 166-2 | 153-3 


Engineering and Shipbuilding | 123-8 | 136-3 | 136-4 | 138-2 | 134-9 | 135-3 | 133-7 
Building Materials and Building | 157-1 | 153-2 | 148-5 | 155-9 | 160-3 | 148-3 | 145-5 
Textiles ais ene ...| 126-4 | 129-6 | 130-1 | 135-1 | 127-5 | 125-8 | 116-7 
Chemicals, Oils, etc. ... we» | 115-4 | 124-5 | 122-3 | 126-4 | 123-8 | 125-5 | 127:2, 
Leather and Boots and Shoes | 120-7 | 118-9 | 120-6 | 121-3 | 117-7 | 115-7 | 119-5 
Food, Drink and Tobacco ...| 114-5 | 119-9 | 111-2 | 124-9 | 120-3 | 123-2 | 116-0 


n(—— Pr: at OE e Ra. Pl. o 


Total* ... — T ee | 1246 | 135-1 | 151-5 | 155-8 | 190-4 | 12606 | 152-7 








* Includes paper and printing, gas and electricity, rubber, cerent and tiles, 
T Revised quarterly by the Board of 'Trade. 





UNEMPLOYMENT 
(a) Percentage of Insured Workers 
Date | 1929 1931 1932 1954 1935 1936 1937 1938 
End of— 
January 12°3 21:5 22°4 18-6 17-6 16:2 12-4 13: 3* 
February 12-1 21-7 22-0 18-1 17:5 15:3 12:0 15-2* 
March 10:0 21:5 20-8 17:2 16-4 14:2 11:6 12:9* 
April 9.8 20-9 21:4 16-6 15:6 13-6 10-5 12-9* 
May 9:7 20-8 22-1 16-2 15:5 12-8 10:7 13-0* 
June 96 | 21-2 | 22-2 | 16-4 | 15-4 | 128 | 10-0 . 
July 9-7 | 22-0 | 228 | 16:7 | 15-3 | 124 | 10:3. 
August 9:9 22-0 25:0 16-5 14-9 12-0 9:9 
September | 10-0 22:6 22-8 16-1 15-0 12-1 9-7* 
October 10-3 21:9 21:9 16:3 14-5 12-0 10+2* 
November 10:9 21:4 22-2 16:3 14:5 12-0 11:0* 
December 41:0 20-9 21:7 16-0 14-1 12-0 12-:2* 





* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 


Mar., | Mar, | Mar, | Mar, | May, | Mar., | April, | May, 
1932 | 1935 | 1936 | 1937 | 1937 | 1938 | 1938 | 1938 


tire rey | EN | e ep rm | nO | m amni | SLMS | ea ÀÀMP—M— D aiii Ó———À" 


Number employed ... | 9,549 10,200 | 10,689 | 11,310 | 11,475 |11,380 11,390 | 11,375 


— mae Á—À | NS | niin nee | MH MÀ | —X-—Á——————& | RIERA | —— ————— ]| a———— 


Wholly unemployed 2,129 | 1,727 | 1,551 | 1,330 | 1,173 | 1,856 | 1,323 | 1,307 
Temporarily stopped 421 324 240 170 210 338 366 404 


Normally in casual | 
employment T 104 92 88 16 T3 70 71 69 


etter | CD | MMÀ—————— J NHAC | (Ai nM iti — | nÀÀ P ——Á | AIH ter A, 


Total unemployed ... | 2,660 | 2,143 | 1,879 | 1,576 | 1,456 | 1,764 | 1,760 | 1,780 





RAILWAY TRAFFIC RECEIPTS 





Four weeks ended Aggregate for 24 weeks 
june 20, 1937 June 19, 1938 1937 1938 
Pas- | Pas- Pas- | Pas- | 
sengers ; Goods | sengers | GOS | sengers | Goods | sengers | Goods 
£ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. | £ mn, 

















t 

Great Western «v1 09 l:3 0-9 1-1 4:6 7:5 4:5 | 7:5 
London & North 

Eastern* ... e| 1'4 a4 1:5 2:0 7-1 | 14-2 Tl | 138 
London Midland & 

Scottish ... coe | 2l 3:0 2:8 2:6 | 10:9 | 18:2 |10°9 | 17-6 
Southern... we, dl'4 0:4 1:5 0-3 7:0 as 1:0 2:2 
Total ... m 1] 58 7-1 6:2 6:0 | 29:6 | 42-2 | 29:5 | 40-9 








* The London & Worth Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 
Change in value since same date in previous year 





Mfay, May, May, April, May, 
1935 1936 1937 1938 1938 


By CATEGORIES: Great Britain 06 96 95 % 96 
Total ... T T ..1-- 2:2 |4- 72 | 413-2 | -114 | — 6:1 
* Food and Perishables... — ... | + 6:3 | + 5:5 | +200 | +153 | — 39 

Other Merchandise of which 

Piece-goods*  ... wed woe | — 54 | 13 | — 40 | —10-0 | — 23 
(i) Household Goods we [+ O77 | + O05 | 1-8 | —74 | — 1-9 
(ii) Dress Materials ... we | — T6 | — 25 | —6:2 | —-11°6 | ~ 2:3 
Women’s Wear* xum C adh Eee 499 f+ 77 | 123 | — TH 
(i) Fashion Departments ... | — 2-7 | +120 | + 72 | 411-3 | — 1:8 


(ii) Girls’ and Children's Wear | — 0-8 | +11-2 | + 93 | 413-6 | —11-3 
(ii) Fancy Drapery ... 0 «| — 6:7 | + 8:0 | +100 | 4197 | —12:8 





Men's and Boys’ Wear woe | m 6:2 | + 94 Nil. + 5:6 | — 9-2 
Boots and Shoes Sus e] — 64 | 417-6 | -15-5 | +21-3 | —16:7 
Furnishing Departments wit 35 [4-99 |4+ 1-2 | —1-8 Es 3.9 
Hardware es e 565 | EET | 47 | — 20 | — 4-0 | - 6:0 
Fancy Goods ... ud e| TO +63 | +95 | +621 | — 9:2 
Sports and Travel ... «| — 07 | —0:2 | 404 |+ 45 | —-14:5 
Miscellaneous and Unallocated | + 9-1 | + O-1 | 428-6 | + 3-2 | ~ 7-1 
By AREAS— 
All Categories— 
Scotland  ... bys wei + 4:5 | + 35 | 414-4 | 4125 | — 565 
North-East ... ac, Aw = = +17-2 | +13-6 | — 6-2 
North-West ... Tn TP | = ous 412-5 |+ 95 | — 68 
Midlands & South Wales ... — — 4166 | -14:0 | — 5-4 
South of England ... — .. | + 2-6 | + 89 | 412-8 | 417°0 | ~ 48 
London, Central & West End | + 2-0 | + 1:0 14-3 | — 8-1 | ~ 8-6 ~ 
London, Suburban ... we | 1:5 | +1002 | -+164 | 417-51 | — 5:7 


* Including some goods which cannot be allocated to sub-headings. 
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OVERSEAS TRADE 























IMPORTS Exports 
Date Manu- ; Manu- 

Food o m pce Total Food Materials mune Total 
a GN See P PERESS a 
Monthly Average— £ mn. £mn. | £ mn. | £ mn. | £mn. | £mn. | £mn, 
1929 sis S 44:6 21:9 | 101-7 4-6 6.6; 47-8) 60:8 
1930 os 59:6 25:6) 87-0 5°3 5-3 | 36°7 |] 47°6 
1931 Pvt 34.7 21:8 | 71:8 3°0 3:29] 24-34 | 32:6 
1932 sux S11 13-1 | 58:5 2:7 3°6 | 230| 30:4 
1933 vs 28:5 12°6 | 56°3 2°4 3-8 | 23-4] 30:6 
1934 28°9 14-3 | 61-0 2*5 4-01 25:4 | 35:0 
1935 ^ 29:6 15:4 | 63-0 2*6 4-4] 27-4| 35:5 
1936 e. © b1°9 17-7 | 70°7 5:0 4-3 | 28:4 | 367 
1937 . 56°0 22°9 | 85:7 3.2 |° 56:41 337| 43:5 
May, 1937 ... hes o4: 2 22-9 | 85-1 Eu 5-5 | 33:3 | 42:7 
May, 1938 ... S». | 5'2 19-4 | "75:4 2:8 4-9} 29-5| 38:2 











“(thous. | ' (thous. 
centals of |centals of, (thous. | (thous. |centals of | (thous. 










(thous. | (thous. 


















































Monthly Average— cwts. | tons) | 100 Ibs.)}| 100 1bs.)| cwts.) | tons) | 100 1bs.}| tons) 
1929 e. us 0 678 98 1 30 235 
1930 : 326 243 
1931 237 231 
1932 " " 176 133 
1933 189 81 
1934 395 114 
1935 ‘ 325 96 
1936 " 116 124 
1937 ee Uus 254 170 

May, 1927 ... 642 | 1,257 | 882 ' 149 161 | 190 98 

May, 1938 ... 586 765 |1,091 . 119 114 398 56 

SOME LEADING EXPORTS 
Iron ; Cotton 
Date Coat | and | Mery | Yarns | Piece- | Weehes | Tissues | Cars 
thous, thous, hous, ill. ill. i ; 

Monthly Average- on dede sees ie Sera eae Riera (number) 
1929 wot vos A 365 47 11:8 406 j j 
1930 eu wwe | 4,573 263 40 li-l 201 2,893 | 1,602 
1931 ree wwe | 3,563 165 2T li:4 143 2,479 | 1,429 
1932 — wee | 9,212 157 25 13:9 183 2,558 | 2,246 
19335 er e. | 3,256 160 25 15-8 169 2,741 | 2,821 
1934 sas ees | 3,005 188 28 10-9 166 2,172 | 2,904 
1935 tis e. | 0,220 193 32 11:8 152 5,205 | 35,659 
1936 eon es. | 2,878 184 32 12-6 150 3,304 | 4,268 
1937 m a. | 3063 | 215 37 13:3 | 160 3,583 | 4,468 

May, 1957 ... .| 3,416 | 228 35 14:1} 162 5,5997 | 2,872 | 3,938 

May, 1938 ... es | 3,3283 168 37 8.4 110 3,457 | 1,956 | 4,446 
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PRICES 
1. WHOLESALE PRICES 


Ds l Index Number (Sept. 16th, 1951—100) 
ate SEEE TPE E EE S PRE NER TN NN ERE 
| UK | USA. France ; Italy Germany 








Average 1929 ... 
1931 . 





Sources: U.K, “ Financial Times"; U.S.A., Irving Fisher; France, Statistique 
Générale; Italy, Italian Chamber of Commerce ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 





Rent Fuel Other All 

Date Food (including | Clothing and. Items Items 

Light included | included 

End of 1929 __—s«... 57 75 80 66 
1931 ee 31 75 75 47 
1932 a. 23 70-75 70-15 42 
1933... 24 10-15 70-15 42 
1934 a 25 70-75 70-75 44 
1935  ... 31 75 70 47 
1936  ... 36 75-80 70 5l 
End May, 1937... 36 75 75 52 
» April, 1938... 39 80-85 75 56 
» May, 1938... 38 75-80 75 55 








The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 
























No. | Pig-Iron, Tin, Rubber 
Date N Cleveland | Standard | Plantation 
Manitoba No. Cash Sheet 
per qr. percwt. | per ton per ton per Ib. 
S. . 8, S. d. £ d, 
Average 1929 ... 54 OF 70 44h) 20338 10i 
1931 ... 28 21 58 7 1184 oF 
1932 ... 30 64 58 6 136,8 2 d 
1933 ... 28 2 62 3 19434 
1934 ... 30 1l 66 104 | 230 6 
1935 .. | 34 3$ 67 10 220518 581 
1986 ... 38 O 73 0 20433 T7323 
i937 ... | 53 lli 91 10 245.4. 94 
May, 1937 ... | 52 74 
April, 1938  ... | 55 6 


May, 1928 ...| 46 11 
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Notes of the Month 


Ihe Money Market.—Since the end of the half-year the 
market has returned to its accustomed ease. Loans against 
bonds have not» always been too easy to obtain, and rates 
charged by lenders other than the clearing banks ran at one 
time in July up to 2 'pér cent. The clearing banks have been 
ready lenders against bills at $ per cent., and have also been 
keen buyers of September and October maturities. The 
market, however, has not been too ready to sell bills. One 
reason is that it held most of the bills maturing in July, and 
so was amply supplied with cash as these bills were repaid. 
Conversely it did not fare too well at the July tenders for 
new Treasury bills, and so had not very many new bills for 
which to pay. 

The Defence Loan call of about £38 millions on July 1st 
has not made money any less abundant, nor did it cause any 
real pressure for funds on that day. On the contrary, there is 
growing evidence of a diminution in the supply of Treasury 
bills available to the market. After rising to £585 millions 
on June 18th, the total volume of bills issued by tender had 
shrunk by July 30th to £565 millions. On July 22nd only 
£42 millions of bills were allotted out of the original offer 
of £45 millions, and the following week the amount offered 
was reduced to £40 millions or £5 millions less than the 
current maturities. To understand this shrinkage it must not 
be forgotten that last June’s War Loan dividend was covered 
out of the cash obtained by the Exchange Equalisation Account 
as the result of the covering of the May repatriation of funds 
to France. Since then there have been the first two payments 
on the new Defence Loan issue, while the final call is due on 
August 12th. By that date the Government will have received 
the whole of the proceeds of the loan, amounting $o £78 millions 
in cash, and pending its eventual expenditure, this money will 
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automatically be used to reduce the floating debt. For all 
these reasons it looks as if the seasonal growth in the Treasury 
bill issue, which usually occurs between April ist and 
December 31st, will be less than normal, and so the market 
may find itself short of bills during the autumn months. 

The Foreign Exchanges—The main change during the 
past few weeks has been the greater strength of the dollar, 
At the end of June the New York exchange was quoted at 
$4°95%, but by July 21st the rate had fallen to $4:91%, and at 
the end of the month it was a shade lower at $4:91%. There 
has recently been a fairly big commercial derhand for dollars. 
This is partly seasonal, as the forthcoming American crop 
movements are already being covered, but *other factors are 
operating as well. For one thing, the United States, which 
for the first half of 1937 had an import surplus, now has 
once more her usual export surplus. Again, the world recession 
and fall in commodity prices have affected the value of the export 
of most of the sterling area countries, which are mainly 
shippers of primary products; and there is also some evidence 
that British exports of manufactured goods to the United States 
are being held back pending the conclusion of the Anglo- 
American Trade Agreement. All this means a definite shifting 
of the balance between the dollar and sterling, for it must be 
remembered that the pound is affected by the foreign exchange 
needs of the whole sterling area, The subsidence of the 
“ dollar scare," which sprung up during June, has also caused 
a natural reaction in favour of the dollar, intensified by the 
recovery in Wall Street and the fresh Continental demand 
for American securities. Last but not least, there has lately 
been a belief on the Continent that the pound was about to 
be “ stabilised” at $4:866. There is no evidence of any 
foundation for this belief, which, indeed, has been the subject 
of several denials from official quarters, but it undoubtedly 
led many operators to buy dollars in advance of their needs. 
The main point to notice is that some, but not all of these 
influences are short-term in character, and so it does not 
entirely follow that the dollar will maintain its present strength. 
still, the market has had a useful reminder that changes in 
the balance of trade, as well as international capital movements, 
affect the course of the exchanges. 

On the Continent the belga has naturally moved with 
the dollar, Some nervousness was felt in the franc early 
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in July, but its tone has since improved. The tourist demand 
for francs 1s unusually heavy, while since the May depreciation 
there has been a slight irnprovement in French production and 
exports. Nor does the immediate outlook for the French 
Treasury arouse any serious misgivings. The spot Paris rate 
has therefore been easily held at just over Frs.178, and it is 
not thought that the French authorities have lost much gold 
during recent weeks. Swiss francs have recently appreciated 
in sympathy with the dollar, and Argentine free pesos have 
become a little firmer. 


The Stock Exchange,—After responding to the American 
recovery during the end of June and early July, markets have 
once more become hesitant. British Government securities 
have remained steady; though not quite up to their level of 
early July. In the foreign bond market German and Austrian 
bonds rose sharply on the news of the new Anglo-German 
transfer agreement, but some of the ground then regained 
has since been lost. Home rails have sagged continuously, 
owing to the falling-orf in traffics and the disappointing half- 
yearly statements. There has been little business in Argentine 
rails. Industrials followed the general trend. They improved 
until early July, but have since reacted, partly because of the 
cut in Courtaulds interim dividend. The market became a 
little firmer towards the end of the month, but the approach 
of the holidays and the various possibilities attending the course 
of trade next autumn have made the industrial share market 
for the moment indeterminate in character. The most that 
can so far be said is that prices are better than they were either 
in March or early June, while there has also been the recent 
recovery in Wall Street. 


Oil shares have definitely improved during the past few 
weeks. Rubber and base metals followed the general trend, 
rising in early July, but losing a little ground later on. Here, 
again, prices are better than they were in June. Gold mines 
improved early in July, and on the whole have since 
remained steady. The atmosphere of all markets at the 
end of the month, however, was one of comparative calm. 


Overseas Trade.—Thie June trade returns show that both 
imports and exports continue to be less in value than those of 
last year. The decline in imports is largely due to the year’s 
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fall in prices, and certain imports such as those of wheat, 
rubber and. petroleum were greater than in June, 1937. 
Exports in most cases were less in volume, the chief exception 
being those of machinery. There is a very noticeable con- 
traction in exports of textiles. 

May, 1937 June, 1957 May, 1938 June, 1938 


millions 
Imports ... si ds 83-2 88-2 75-4 76.5 
British Exports ... is 42°7 44-4 38:2 36:9 
Re-exports sie is 7:4 7:1 7:2 °” 5:0 
Total Exports ...  .. 50-1 51.5 45-4 41-9 
Impoft Surplus... ... 3351 46-7 30-0 34-6 


ananena nenei O m<: U: O 


Comparing May and June this year there is little noticeable 
change. Raw material imports have fallen from £204 to 
£19°4 millions, but this decrease largely reflects interruption 
in June also to the Whitsun holidays. Exports of British 
manufactured goods have fallen from £29:5 to £28-8 millions, 
but here again Whitsun may be the explanation. 

The returns for the first six months of the past two years 
are summarised below :— 





Increase (4- 
1937 1958 ' | Decrease (—) 


£ mn. £ mn. £ mn. 
Total Imports iss ‘ae sa 484-1 469-6 — 14-5 
Retained Imports... ay ios 443-5 436°7 — 6-8 
Raw Material Imports eus n 152-7 133°3 — 19-4 
Manufactured Goods Imports — ... 128-9 122-2 — 6:7 
Total Exports, British Goods m 251-2 233.2 — 18-0 
Coal Exports ... 2c os s 16.7 18-3 + 1-6 
Iron and Steel Expor T b 23-2 22:2 — 1-0 
Cotton Exports e Vis Ms 34-3 25.9 — 8:4 
British Manufactured Goods Exports 195-0 183-5 —11-5 
Re-exports ... si su sist 40-6 32-9 — 7-7 
Total Exports T P "M 291-8 266-1 — 25-7 
Visible Trade Balance e we | — 192-3 — 203.5 — 11-2 





Total imports have fallen by £14:5 millions, but owing 
to the decrease of £7-7 millions in re-exports, retained imports 
have only fallen by £6-8 millions, Exports of British goods 
have shrunk by £18-0 millions, nearly half this decrease being 
due to the contraction in shipments of cotton yarn and cloth. 
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Apart from this serious decrease, the decline in exports of 
British manufactured goods is not in the aggregate very serious. 
The adverse visible trade balance is still {11-2 millions greater 
than in 1937, but for the first three months of the year, when 
imports were heavier, it was £18:5 millions greater. Imports 
have lately contracted more than total exports, for between 
the first and second quarter of 1938 imports fell from £245 
to £225 millions, and exports only from £137 to £129 millions. 
Thus the strain on the exchanges due to our import surplus 
is, for the moment, diminishing, but the position may easily 
be reversed in the autumn. 


Commodity Prices.—Since the middle of June there has 
been a slight buf definite recovery in British wholesale prices, 
for the index number has risen from 118:9 to 122: 3 (September, 
1931-110). Food prices are slightly higher, and there have 
been rises, in some cases considerable, 1n the prices of raw 
cotton, non-ferrous metals and rubber. A similar improve- 
ment has taken place in the United States, where wholesale 
prices have risen from 117:0 to 118:3. Wholesale prices in 
both countries are considerably lower than they were a year 
ago, but in England they are now no lower than at the beginning 
of May, while in the United States they are now back to their 
level of last March. Thus it looks as if the fall in commodity 
prices has now been checked. French wholesale prices have 
risen by less than 3 per cent. since the beginning of May, 
when the last depreciation of the franc took place, This 
increase is not proportionate to the May depreciation of the 
franc, so that France has improved her competitive powers. 

During June the official cost-of-living index figure rose 
sharply from 55 to 59 per cent. above its pre-war level. This 
increase was only partly seasonal, and it is stated that the prices 
of milk and potatoes had been affected by the late frosts and 
early summer drought, Retail food prices themselves rose 
from 38 to 46 per cent. above their pre-war level. The latest 
cost-of-living index figure is four points higher than it was 
at the same date last year. 
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Home Reports 
The Industrial Situation 


There was a further deterioration in business during 
early June, but this has since been followed by a slight recovery, 
and by the end of July conditions were 1n some respects a 
little better than they were six or seven weeks before. Too 
much reliance, however, must not be placed upon any indica- 
tion given by recent trends. The mid-June recession was 
intensified by prolonged Whitsun holiday stoppages in several 
industries, while more latterly the position has become 
obscured by the near approach of the suntmer holidays. It 
is now necessary to await the autumn to see if there are any 
signs of revival beyond the normal expansion in business 
which is then due to take place. 


At the moment it is possible to say that the international 
political outlook appears a little more hopeful. Some exporters, 
however, are awaiting the conclusion of the Anglo-American 
Trade Agreement, while more generally the United States 
provides the chief riddle to the future. There are signs that 
the Administration’s new adherence to a policy of reflation 
is beginning to bear fruit. American security and commodity 
prices are firmer, and a slightly better tone is in evidence. 
American observers, however, are also reserving judgment 
until the autumn months. ' 


Looking back over the summer as a whole, 1t seems fair 
to say that the recession has received a definite check, for 
the business curve is no longer moving downwards so rapidly 
as in the early part of the year. This does not necessarily 
mean that recovery is at hand. So far the recession has only 
lasted a year, which, judged from the normal ebb and flow of 
the trade cycle, is: a very short period. Also recession, like 
recovery, is always subject to temporary interruption, and such 
checks in themselves prove little. On the other hand, the world 
economic situation is in several respects sounder than it was 
eight years ago. There is no pronounced banking or financial 
weakness, and no serious surplus of staple commodities com- 
parable with the heavy stocks which then existed. Finally, 
the possibilities of new American reflation must not be over- 
looked, while rearmament will continue to afford support to 
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many British industries and also to the producers of many 
important primary commodities. 

Reviewing recent developments, employment fell between 
May and June from 11,375,000 to 11,333,000 insured workers. 
Coal production decreased. "There was a big contraction in 
iron and steel production, but this may have been offset by some 
absorption of existing stocks. There was a slight decline in 
engineering activity, but exports have remained better than might 
have been expected. In the textile trades, cotton experienced 
a slight recovery at the end of June, but this has proved 
only temporary,and July has witnessed a fresh set-back. The 
wool industry is a little more active, and prices remain rather 
firmer than they. were. Rayon production has not lost any 
more ground, but 1s still below normal. The building trades 
are maintaining their'activity, but are not quite up to their 
level of the early summer. There is a better demand for 
industrial chemicals, but this is limited to the fulfilment of 
immediate requirements. 


Among more general indications, wholesale prices both 
here and in the United States are rather higher than in June. 
Railway goods traffic receipts continue to decline, and electric 
power consumption has also decreased. June retail trade 
was 8-6 per cent. greater in value than a year ago, but the 
significance of this comparison is impaired by the variation 
in the date of Whitsun. Still, consumption appears to be 
keeping up reasonably well. Both raw material imports and 
exports of manufactured goods were slightly better in June 
than in May, when allowance is made for the shorter length 
of June. Shipping entries and clearances were also better, 
but there has been a fresh fall in freights. 


On the Continent French conditions are a little better 
as a result of the May depreciation of the franc. Business in 
Belgium remains disappointing, and there is no sign of im- 
provement in Holland. Germany remains active, but the 
economic problems arising out of the Anschluss have not yet 
been fully solved. There is little change in Scandinavian 
conditions, but Denmark has increased her foreign exchange 
reserves, and her prices are moving in a direction calculated 
to improve her trade balance. 


The slight improvement in the United Stateg has already 
been discussed, but it may be added that Canada has shared 
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in it, Industrial activity in Australia is well maintained, but 
wool exports will be less than in the previous season. Monsoon 
conditions in India have been generally favourable to the 
crops, but the Bombay cotton piece-goods market.is depressed 
by Japanese competition. Conditions in South Africa remain 
reasonably good, but this is partly because of the continued 
prosperity of the gold-mining industry. In the Far East the 
strain of the war upon Japan is growing in intensity. 


Agriculture 


England and Wales.—According to an official report, at 
the end of June the yield of wheat in most areas was expected 
to be about average, and that of barley and oats slightly below 
average. Potatoes generally have improved and where lifting 
is in progress the condition of the crop is satisfactory. Yields, 
however, are light in some districts where growth was retarded 
by the drought and the May frosts. Mangolds and turnips 
have improved with the rains, but germination has been 
irregular. Sugar beet has made slow growth. Hop vines are 
healthy but backward. Harvesting of the hay crop has been 
. protracted. The yield of both seeds and meadow hay is 
expected to be below the ten years’ average. Cattle and sheep 
have done fairly well. Milk yields are difficult to maintain. 


Scotland.—The moisture during July has greatly helped 
growth in all directions, and vegetation generally is in a 
satisfactory state. The hay harvest was interrupted by the 
broken weather, but most of it is now secured. The yield 
generally is below the average. In the produce markets wheat 
has been steady with less on offer. While oats have been in 
good demand barley has been exhausted. Potatoes have been 
a poor market owing to the usual heavy seasonal offerings in 
the wholesale trade. The livestock markets have been well 
supplied, with medium class bullocks and heifers in keen 
demand but heavies rather easier. Sheep and lambs have 
also met an active trade and prices for the former advanced 
appreciably, 


Coal 


Hull—New business is extremely meagre. Prices for 
all qualities have been reduced, but in spite of this collieries 
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are having to rely principally on contract business which in 
many cases only allows for three or four days work each 
week. Exports continue on a reduced scale. 


Newcastle-upon-Tyne.— The coal market continues lifeless. 
Any fresh business 1s readily absorbed without affecting the 
position of the collieries, which are mainly working only part 
time. Prices are maintained at the expense of a restricted 
output and a steady drop in exports. Coke is in better 
demand, Cartel conditions prevent any extension of business, 
either for prompt or forward positions. 


Sheffield —The demand for industrial fuels is slow, but 
this is offset somewhat ‘by the increased call for South York- 
shire locomotive hards for the holiday train services. The 
export coal market 1s very quiet, and the bunkering trade is 
equally disappointing. The household fuel market is normal 
for the time of year. 


Cardiff—The South Wales coal market is exceedingly 
quiet, and buyers abroad continue to display little interest. 
The general tone 1s therefore easy, and collieries are restricting 
production by working short time. Prices, however, show 
little change, and are in some cases a matter for negotiation. 
Best large and low volatile beans and peas are fairly firm. 


Newport.—Foreign shipments of coal during June totalled . 
171,000 tons, compared with 155,000 tons in May and 184,000 
tons a year ago. Dock shipments, foreign and coastwise, 
amounted to 226,000 tons, against 236,000 tons in May, and 
266,000 tons 1n June, 1937. 

Swansea,— The anthracite market shows some irregularity. 
Prime qualities of large anthracites are moving satisfactorily, 
while second qualities are also in good demand. i 
qualities are very strong, and supplies are only obtained with 
difficulty. Red vein large is very quiet. Among broken 
coals best and second qualities are moving slowly, but thirds 
are in strong demand owing largely to Canadian shipments. 
The smaller sized coals are satisfactory. Peas are particularly 
well placed, but culm and duffs are irregular. The steam 
coal market shows no change and all qualities are readily 
available. 


Scotland——The shipping section of the coal trade con- 
tinues to decline seriously, and exports for the first half of the 
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year at 5,336,000 tons show a decrease compared with last 
year of 1,148,000 tons. The slackening of trade in many of 
the continental markets is one reason for this set-back, but 
business is also being affected very considerably by the com- 
petition of subsidised Polish and German coal. Home markets, 
on the other hand, remain satisfactory on the whole, but a fair 
amount of short time has been experienced in all districts. 
The financial results for May show a profit balance of £118,887, 
compared with £112,407 in May last year. ; l 


Iron and Steel 


Birmingham.—Conditions show very little change. Speci- 
fications have been given out a little more freely, but bulk 
buying is definitely at a standstill. Consumers are anticipating 
price reductions at the end of the year, and some express the 
opinion that present prices will not hold even until the end 
of 1938. Demand should improve after the holidays, as there 
is little doubt that the heavy stocks with which most buyers 
started the year are gradually being used up. 


Newport.—Mlany works are still working short time owing 
to large stocks and a decline in orders. Demand should, 
however, improve in the autumn when stocks are reduced. 
Iron and steel 1mports totalled only 8,200 tons, compared with 
12,200 tons in May, and 18,500 tons a year ago. 


Sheffield.— The steel market continues rather depressed, 
and very little new business is coming forward. Production 
of basic steel showed a further decline in June, and the output 
of acid-carbon and alloy steels is diminishing through lack of 
demand. The present situation is somewhat difficult to 
explain, but many people are inclined to blame the policy of 
stabilising prices until December 31st. The scrap market is 
dull, and the outlook is uncertain. 


Tees-side.— The process of adjusting iron and steel pro- 
duction to the lower level of demand which has developed is 
being continued. Some blast furnaces have been blown out, 
and steel furnaces are working on a much smaller tonnage than 
a few months ago. New business is very restricted, and 
consumers are also taking out merely a proportion of their 
deliveries dite under old contracts. This is particularly 
noticeable in the pig-iron trade. Stocks are increasing and 
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consumers have not yet absorbed imported materials. Steel 
makers are also anxious to obtain new business, for while 
current consumption of structural steel is moderately good, the 
reserve of orders on hand is steadily diminishing. Current 
deliveries to the shipyards are maintained, but new contracts 
are scarce. The steel trade and light rolled steel products 
are very quiet, with plant operating at much below capacity. 


Swansea,—The tinplate market was quiet during June, 
although there were signs of a slightly better demand towards 
the end of the month. Makers were a little busier, and the 
industry was employed at 37:61 per cent. of capacity. 


Glasgow.— There has been a general slowing down of 
business, although heavy steel makers continue to turn out 
large tonnages against running contracts. At present steel 
production is ahead of last year, but unless new business 
increases, the second half of the year will be less satisfactory. 
There is still a lull in new mercantile shipping orders, which 
is bound to affect the steel position, although Admiralty work 
is increasing, Conditions in the pig-iron industry ‘have been 
distinctly quieter, and there are now only eleven furnaces in 
blast as against sixteen at the beginning of the year. Sheet- 
making firms are finding conditions more difficult, chiefly 
owing to the slackening in the motor car and building industries, 
and tube makers are working considerably below capacity. 
The light castings industry in the Falkirk district is also dull, 


Engineering 


Birmingham.— The tube trade is dull. Structural engineers 
are still busy on old contracts, and makers of drop forgings 
are getting plenty of work. The motor and motor cycle 
trades are still inactive, but aircraft manufacturers are well 
employed. 

Bristol.—Employment is good in all sections. Aircraft 
manufacturers are still very busy. The general engineering 
trade has improved, but the electrical section is still somewhat 
slack. The position in the building industry remains generally 
good, though there has been a slight increase in unemployment 
owing to the completion of several large contracts. 


Coventry.—Production plans for the 1939 motor car 
programme are nearing completion, and were announced 
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during July. Trades connected with rearmament are very 
busy, and as a whole the engineering industry is well supplied 
with orders. The aircraft industry is working to capacity, 
but the falling off in motor car production is still being felt 
by subsidiary trades. 


Leeds,—A large number of firms are busy with orders to 
cover them for several months. 


Leicester.—Conditions are good in both the home and 
export market. d 


Sheffield.—General engineers are fairly well employed. 
Business in most sections of the tool trade has improved, 
although btryers tend to withhold orders 1n the hope of a fall 
. in prices, Any price movement, however, is likely to be in 
the opposite direction, for the demands of the 1937 Factory 
Act, the holidays with pay movement, and provisions for 
A.R.P, have all added to the cost of production. Makers of 
woodworking tools and twist drills are well employed, in spite 
of the greatly increased productive capacity, File manu- 
facturers are moderately busy, and the demand for engineers’ 
small tools and precision tools shows no abatement. Exports 
show a slight decline as compared with a year ago. 


Wolverhampton.—The call for electrical plant remains 
steady, and business in heavy engineering generally is satis- 
factory. The rearmament programme is materially assisting 
the position and firms on such work are fully employed. 
Suppliers of commercial and passenger vehicles have good 
orders on hand, but demand for components and accessories 
for the motor trade is still below normal. The building trade 
is satisfactory. 


Glasgow.—There are still no signs of improvement in the 
shipbuilding position. Few new mercantile orders have been 
reported, and the industry is steadily becoming more dependent 
on Admiralty work. Firms engaged on this class of work appear 
to be assured of very good employment for some time ahead. 
Marine engineering estab‘ishments are on the whole steadily 
employed, but some irregularity is now beginning to develop. 


Metal and Hardware Trades 


... Birmingham.— Yhe cold rolled brass and copper section 
is very quiet. There have been a few more enquiries in some 
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quarters, but business is difficult and foreign competition very 
keen. Makers of metal;smallwares are seasonally quiet. In 
the general hardware trade some improvement is noticeable, 
but quiet conditions continue in hollow-ware. 

Sheffield—Conditions in the cutlery trade remain some- 
what unsatisfactory. Manufacturers of table cutlery and 
scissors are fairly well employed. Pen and pocket knives are 
in steady demand, and business in safety razors and blades 
is brisk, The sterling silver and E.P.N.S. sections are about 
normal for the time of year. Exports, except those of safety 
razors and blades, are lower than a year ago. 

Wolverhampton.— The hardware trades are quieter, and 
output is well below that of last year in most cases. Demand 
for dry batteries and radio equipment has fallen off. Hollow- 
wate is less active owing to seasonal influences. The edge 
tool trade has also slackened. The lock industry shows a 
slight improvement in some sections, but there is short time 
working in others where demand has decreased. 


Chemicals 


The home market has been quiet, but demand for industrial 
chemicals to cover imimediate requirements has increased, 
and prices in this section are well maintained. Wood distillation 
products have been slack, and dyestuffs have suffered from the 
depression in the textile industry. Among coal tar products 
some grades of creosote are in good demand, and the consump- 
tion of refined tar for road-making is average for the time of 
year. Pharmaceutical and other fine chemicals have been in 
fair demand. | 
| 
Cotton. | 

Liverpool.—In keeping with the upward trend of primary 
commodity prices, cotton prices advanced during the last 
week in June and the first week in July. Business done on 
* spot" terms was slightly better during this period, but 
fundamentally the position of the market remains unaltered 
and the lack of confidence which prevails seems unlikely to be 
dispelled while economic and political uncertainty persists. 
A loss of id. per Ib. recorded on the “ futures " market since 
the sd. level was reachéd earlier in the month is attributable 
to speculative profit-taking, “ hedging” of outside growths 
and satisfactory new cfop progress reports. The market is 
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particularly sensitive at this time of the year to the changing 
condition of the American crop. The Bureau acreage report, 
published on July 8th, estimated an acreage of 22 per cent. 
less than that of last season. The good condition, aided 
by intensive fertilisation, indicates a yield at least equal to the 
five years’ average. 


Wool 


Bradford.—The market for tops is still very quret, but 
quotations remain firm. There is a little more enquiry for 
yarns for export, but not many orders are being received. 

Hawick—The American situation has improved, and 
there has been a firmer tendency in wool quotations. Border 
tweed manufacturers consider the outlook more hopeful than 
for some time past, although most of the mills are still on short 
hours. The hosiery trade is moderately active and orders for 
the autumn are fairly numerous. Spinners and dyers are a 
little busier. 


Other Textiles 


Dundee.— The acreage forecast for the new jute crop has 
now been completed, and advices from Calcutta indicate an 
increase of approximately ro per cent. over last year. In 
view of the adverse crop reports through damage by flooding, 
however, the price of raw jute has moved irregularly with an 
upward trend. Yarn and cloth prices are also firm. As 
conditions are quiet local trade holidays are in some cases 
being extended. 

Dunfermline,—lhe Fifeshire linen trade is rather quieter 
owing partly to the holidays. The position of the raw material 
remains very firm, and prices of flax and tow are still tending 
to rise. Spinners, however, are difficult to interest, with so 
little inducement for them to operate at present. 


Clothing, Leather and Boots 


Bristol——There has been a seasonal slackness in the ready- 
made and wholesale bespoke section of the clothing trade, but 
employment in other sections is regarded as generally satis- 
factory. In the boot and shoe industry there have been 
further temporary discharges from most of the large firms, 
and the emplbyment position is unlikely to improve until the 
autumn. 
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Leeds.— The scarcity of orders in the wholesale clothing 
trade is a reflection of the present poor retail trade. No doubt 
this is a result of the indifferent spring weather. Factories are 
now engaged on autumn overcoating, and orders are normal, 

Leicester.— Irade in boots ánd Shoes is very quiet, and 
conditions are unsettled. The hosiery trade.shows no im- 
provement, except for the manufacture of goods for autumn 
delivery. 

Notthampton:—Conditions in the boot and shoe trade 
are very quiet,.and there is no evidence of any immediate 
revival. Forward and enquiry and orders for autumn lines 
have so far been,small. There is, however, a slightly better 
tendency in the leather market, and prices remain steady. 


Shipping 


Bristol.—Imports reached a satisfactory level during June, 
and feeding stuffs for animals, zinc concentrates and petroleum 
products showed a considerable advance. The tonnage of 
vessels arriving is well in advance of a year ago. Stocks in 
dock warehouses remain at an average level. 

Hull.—Enquiry is very small. Tonnage is in plentiful 
supply and rates for all directions remain at extremely low and 
uneconomical levels. Early prospects are not very bright. 

Liverpool.—Changes in thé freight market have been 
unimportant, and tonnage demand only moderately active. 
Rates have been largely nominal at schedule minima. 

Newcastle-upon- Tyne.— Chartering moves slowly. Orders 
are scarce in all directions, with rates ruling in favour of 
shippers, in spite of owners’ efforts to withhold tonnage from 
the market as far as possible. 

Southampton,—Shipping traffic for the six months to 
June 30th, 1938, showed a slight decrease compared with the 
record figures for the corresponding period of 1937, but the 
latter were, of course, influenced by the Coronation and the 
Naval Review. The actual returns are : 

Gross TONNAGE or SHIPPING ENTERING Docks 





January-]une, 1936 ‘ed ivi i .. 8,477,661 
"T 1937 T js (€ .. 9,354,578 
" 1938 oe : : is 8, 766, 152 


The 1937-38 South African deciduous fruit season which 
has just closed has been one | of the most successful ever 
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experienced at the Docks. Southampton, which receives 
practically the whole of the Union's exports of this produce 
to the United Kingdom, has dealt with more than 4,300,000 
packages, a total which is almost on a par with the record 
shipments of the 1935-1936 season. 

Cardiff.— The freight market is very quiet, and the general 
tone is easy owing to the poor demand for export coals. 

Newport.—Freight rates remain at a disastrous level, 
insufficient to meet running costs and leaving nothing for 
depreciation. With world trade at such a low level and the 
supply of tonnage much in excess of requirements an improve- 
ment can,hardly be expected before the last three months of 
the year. | ° 

Swansea,—A very poor demand has circulated from all 
directions, and the coasting market, in particular, is extremely 
weak. Owners have offered tonnage very freely, and in many 
cases it has only been placed with difficulty. Rates have 
deteriorated still further and have probably now reached the 
lowest possible levels. 

East of Scotland.—The Forth coaling ports were almost 
entirely idle at the middle of July. Leith dock returns for 
June showed no outstanding feature, save for the continued 
decline in coal shipments. The freight market continues very 
quiet with rates easy. 

Glasgow.—Dullness continues to prevail in the freight 
market. In the Baltic trade there has been a fair amount of 
activity for Danish and Finnish destinations, with rates main- 
tained at previous levels. Both the Mediterranean and Bay 
markets have been inactive, and on both routes rates have 
been moving in favour of shippers. 


Foodstuffs 


Liverpool, grain.—The interesting feature in the wheat 
“‘ futures " market is the widening disparity between the July 
and October positions, The latter closed on July 23rd 
12d. per cental down at 5s. 9id., whilst July is quoted at 
premium of rs. 1d., or 6s. roid. per cental—an increase of 
4id. on the month. The shortage of wheat for July delivery 
is attributed to normal market causes ; there has been a singular 
lack of expart interest in American new crop wheat, while 
millers have been ready buyers of Australian “ spot" grain. 
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. Weather conditions in most wheat growing countries are 
satisfactory and a larger world supply for 1938-39 is indicated 
than for most recent years., The official estimate of 967 
million bushels for the United States winter and spring crops 
compares with last yeat's final figure of 874 million bushels 
and a five years’ average of 641'million bushels. Provisional 
private reports in Canada suggest a crop of 350 million bushels, 
against 164 million bushels last year. Maize prices have risen 
by about 1s. od. per quarter on the month. Trading has been 
active, particularly from the United States, and while British 
buyers are still only covering: immediate needs, Germany 
has now become a regular importer. European native crops 
will shortly be maturing and will affect the demand fot American 
and Plate maize. 


Liverpool, provisions,— Ihe market in Continental bacon 
is firm at higher prices, mainly owing to the increased holiday 
demand. American hams are also enjoying a firm market, 
with prices showing a tendency to harden. The demand for 
lard is moderate, with prices steady to a little higher of late. 
Trade 1n canned meats continues excellent at firm quotations, 
and there is a steady demand for canned fruits with little 
fluctuation in prices. The demand for Empire butters has 
remained quiet without much fluctuation in prices, and the 
market for Continental types remained steady. No decided 
change in cheese prices is apparent, and the demand continues 
to be steady. 


Fishing | 

Brixham.—Landings of wet fish during June amounted 
to 2,523 cwts., valued at £3,839, compared with 2,192 cwts., 
valued at £3,607 in May. Demand for prime fish is keen, 
and prices are above the average. 


Hull.—Prices continue to. increase. The Bear Island 
embargo, which started on June 1st, further restricted supplies 
and prices were higher than previously. Landings totalled 
471,213 cwt. during June, of a total value of £283,348, against 
501,752 cwt, of value £271,013 in June, 1937. 

Penzance.—The line fishing carried on by the Cornish 
boats during the past month «has been very good. Some 
nice deep sea catches have also been landed. The demand for 
ray and skate has, on the whole, been good, and prices have 
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been fair. Rays have made as high as £6 per kit down to 
£2 18s., and skate from £6 per score down. The East Coast 
Mackerel fleet had all returned to their home ports by the middle 
of July. 


Scotland.—Landings in the Scottish summer herring 
fishing up to July 16th totalled 364,218 crans, compared with 
294,146 crans for the corresponding period last year, or an 
increase of 70,172 crans. As a result of heavy landings during 
the past month ports have had to be closed on several occasions 
by order of the Herring Board. The white ljne fishing round 
the coast has yielded satisfactory results, and prices have been 
fairly steady. 


Other Industries 


 Paper-making and Printing.—Bristol reports that there 
has been a slight improvement, and the employment position 
is generally satisfactory. 


Edinburgh reports no change in the paper-making industry 
which, with the advent of the holidays, is, if anything, quieter. 
Stocks are still high, and some easing of price has been necessary 
in most cases to induce business. The printing trade continues 
active, and prospects over the next few months are regarded 
hopefully, 


Timber.—Hull reports that further reductions in prices 
of Russian goods have only resulted in fair business. The 
downward trend of prices has had its effect upon Finnish goods, 
and, to a lesser extent on Swedish. There is still, however, 
a wide gap between the Russian and Scandinavian prices which 
must be greatly reduced before the latter sellers can have any 
hope of selling in competition. As Russian timber is not selling 
well on the present basis and is expected to be reduced 1n price 
still further 1n the near future, considerable reductions must 
be made in Finnish and Swedish timber before there can be any 
hope of substantial business. Satisfaction is felt locally at 
the withdrawal of the extras for the port of Hull charged both 
by Russian sellers and shipowners under their minimum rates 
scheme. In the former case the charge has now been withdrawn 
unconditionally ; in the case of the freight extra, although 
this has only been deleted until the end of August, it is not 
anticipated that owners will try to reimpose it. 


| 
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Australia 
From the National Bank of Australasia Limited 


The mild autumn has caused some lessening in the sale 
of winter clothing, and a reduction in rural incomes has resulted 
in fewer motor vehicle sales, but secondary industry and 
btulding are well maintained. Retail turnovers show normal 
seasonal decline. Pastoral conditions have improved, but 
feed shortages tn certain districts will continue into spring. 
Cereals generally are satisfactory;except in marginal areas. 

Eight per cest. of last season's wool production is unsold, 
and a 7 per cent. smaller output is expected for the current 
season. 


Canada 
From the Imperial Bank of Canada 


The awaited change in public sentiment came with the 
end of the first half of the year. The stock market recorded 
an impressive advance. Commodity prices strengthened with 
industrial securities, on the assumption that materials and 
products accumulated late in 1937 had been disposed of. The 
textile, boot and shoe, automobile and steel industries have 
improved, and retail sales, measured in value, has been running 
only ro per cent below last year. Metal and other sensitive 
commodity prices have responded to the stimulus of the revival 
in the United States. A highly constructive factor is the 
continued prospect of the best harvest in the Western provinces 
since the successive dry periods.of the past few years began. 
There is confidence, too, that the moderate spending pro- 
gramme of the Dominion Government—in extending financial 
aid to municipalities and encouraging housing—will tend to 
sustain the construction industry. 


India i 

Bombay.—The raw cotton market has not responded to 
the better feeling in the United. States, partly because of the 
heavy stocks held in India. Japanese purchases of Indian 
cotton have become restricted as the result of «he war, and 


Japan is trying to arrange long-term credits to finance her raw 
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cotton needs. Indian opinion is not wholly favourable to the 
granting of these facilities, One reason is that the piece-goods 
market has become very depressed as the result of Japanese 
competition, and it is feared that this competition will continue 
if these suggested credits are granted. The yarn market is a 
little better, and greater activity is hoped for in view of the 
steadier tendency of raw cotton and the favourable progress of 
the monsoon. It is reported that monsocn conditions have so 
far been generally favourable to the cotton crop. 


Calcutta, —During early July jute was firm at higher 
prices. There was a fair enquiry for baled jute at the higher 
prices, Russian buying being in evidence. Local mills only 
bought small quantities of raw jute. Crops Rave been affected 
by excess.ve rain and swollen rivers, and some reduction in 
the yield is expected owing to immature cutting. Tea prices 
this season have been lower than those of a year ago. Demand 
has been quiet for most descriptions, but there has been good 
competition for the best liquoring teas. 


Burma 


Rangoon.—lhe rice market has been dull, and prices 
have only moved within narrow limits. The timber market 
has been a little more active on the European side, but the 
Indian section has been very quiet apart Irom a slightly better 
enquiry from Bombay. Stocks of hardware remain very 
light, but the up-country off-take 1s so poor that dealers are not 
interested in fresh purchase except for actual requirements 
or prompt shipment. 





Eire 

Weather conditions during June were unsettled, with 
frequent rain and an almost complete absence of sunshine. 
Haymaking was much delayed, and early meadows, where 
cut, were saved with difficulty. A remarkable recovery in 
pastures was evident in the latter half of June. All grain 
ctops made excellent progress, and a good average yield is 
expected from wheat, barley and oats. The crops of sugar 
beet and mangold, which were backward earlier in the season, 
have also made good progress, but thinning and cleaning 
operations were hampered by the weather. The potato crop 
improved greatly in June, and an averzge crop is expected. 
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France | 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first six months 
of this year was Frs.9,291 millions, compared with Frs.9,275 
millionslast year. The trade returns are summarised below :— 


First Six First Six 
Months, 1937 Months,1938 Difference 
Frs. mill. Frs. mill, Frs. mill. 
. Imports— | 
Foodstuffs ... 5,110 6,121 + 1,011 
Raw Materials 12,055 13,619 + 1,564 
Manufactufed Articles 5,139 3,532 + 393 
. 20,304 23,272 + 2,968 
Exports— i 
Foodstuffs ... 1,564 1,903 + 339 
Raw Materials : 35,890 4,538 + 648 
Mianufactured Articles 5,575 7,540 -+ 1,965 
11,029 13,981 4. 2,952 








Ld 














The number of registered unemployed on June 25th was 
362,899, compared with 321,725! at the same time last year. 

Railway receipts from the beginning of the year to July 1st 
amounted to Frs,6,930 mullions—an increase of Frs.1,593 
millions, or 29:84 per cent. coinpared with the same period 
last year. It must be remembered, however, that rates were 
increased in July, 1937, and again in January this year, by 
approxiraately 45 per cent. ! 

A better tendency has prevailed on the Paris Bourse, due 
principally to the sharp rise in the New York market. 


Le Havre.—Cotton prices in the futures market at Le 
Havre have risen by about 8 to 10 per cent, mainly because 
of the latest American Bureau report foreshadowing a crop of 
only about 10,000,000 bales. Stocks of cotton at Le Havre 
have been reduced, largely because of deliveries to the mills 
immediately before the holidays. 

Business in coffee futures| has been more active, but 
demand is restricted to seasonal needs. Owing to moderate 
arrivals stocks are practically unchanged. Under the new 
agreement between France and Haiti, imports of Haiti coffee 
are again permitted under licence up to a quota of 12,000 
metric tons a year. The special licence duty iseto be Frs.22 
per roo kilos. until further notice. 
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Lille.—' The cotton situation shows little change. There 
has been an increased demand for yarns but competition is 
active and prices continue to sag. Stocks are low and uncer- 
tainty over the future is acting as a deterrent to buyers. Old 
contracts continue to occupy spinners on a 32-hour week 
basis, but there is no indication that new business will take 
the place of these in due course. 

The outlook for raw flax prices continues to cause anxiety. 
Supplies on hand are estimated to be sufficient for a few months, 
but the intentions of the Soviets are unknown and spinners 
are still faced with the problem of reducing production. This 
year’s increased area under cultivation in France is offset by 
the lesser yield, and the tonnage is expected to be little in excess 
of last year. 


Roubaix.—Both market sentiment and actual business have 
improved. Combing output is well maintained. Wool for 
combing on commission should keep the mills busy after 
the holidays until the end of October. Trade in scoured and 
carbonised wools is only moderate, apart from North African 
wools, which are in good demand for the military authorities 
and mattress trade. The knitted goods industry is quiet, but 
orders for men’s wear and dress goods are numerous. This 
in turn has stimulated the spinning section where two shifts 
are being worked, and orders in hand will not be completed 
until the end of October. The hosiery section, however, is 
definitely quieter. Stocks generally are low and, contrary 
to what happened a year ago, delivery instructions are being 
given before the holidays-with-pay period. In all sections 
there is an increasing number of enquiries from abroad. Local 
unemployment figures have dropped by more than half during 
the last three months, | 


Belgium 


From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.— The traffic of the port remains normal although 
business has not shown much improvement. Grain has been 
fairly active, but there has been little change in the wool 
trade. The conditioning houses in Verviers report a decrease 
of 9,120,931, lbs. for the first six months of the year. Stocks 
of tops at combers amounted to 8,275,500 Ibs. at the end of 


| 
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June, compared with last year’s figure of 6,483,400 lbs. 
Diamond cutting shows a recovery. 

On the stock exchange the political outlook and the 
rally in New York have brought about some improvement, 
but business remains extremely quiet and irregular, 

_  Brussels,— The very slight improvement in the demand for 
iron and steel from abroad, particularly Holland, South Africa 
and the Scandinavian countries; is being maintained. Com- 
petition from America is still being felt. The production of 
steel in’ June amounted to 172,000 tons, against 156,000 tons 
in May and 338,000 tons in June, 1937. For the first six 
months of the year production" amounted to 1,038,000 tons 
against 1,823,000,tons for the corresponding period ôf last year. 

Apart from the demand for certain classes of domestic 
qualities the coal market remains dead. Sales to France are 
only practicable if appreciable price concessions are made. 


Germany 


The world trade recession has not yet been felt in Germany. 
Excluding Austria there were only 292,000 unemployed workers 
at the end of June, but there were also 275,000 workers 
unemployed in Austria. These workers can only be trans- 
ferred gradually to the old parts of the Reich, and this rational 
distribution of working capacity is one of the problems with 
which Germany is now faced. The general adaptation of 
Austrian business to German conditions is also not too easy. 

The Reichs-Kredit-Gesellschaft has recently published 
estimates comparing national income and the amount spent 
annually upon investment goods including new plant. Between 
1933 and 1937 national income has risen from Rm.46,600 to 
Rm,68,500 millions, and in the,latter year 13:9 per cent. of 
the national income was spent upon new plant and equipment. 
This percentage will be still greater in 1938. In course of 
time this growth may place some strain upon the capital market, 
especially when the special bills issued continuously up to a 
short time ago come to be redeemed. According to one 
estimate some Rm.12,000 to 14,000 millions of these bills are 
held by the banking system, and they mature between 1941 
and 1944. | 

The new Payments Agreement with Great Britain is 
welcomed in spite of the further changes imposed by it upon 
Germany's balance of payments.; 
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In several branches of industry activity has declined 
still further as a result of the lack of purchasing power in the 
home market and diminished export possibilities, The effect 
of these influences is clearly visible in this country's foreign 
trade statistics which are summarised below :— 


FOREIGN TRADE OF THE NETHERLANDS 


Imports Exports Percentage of Imports 
In Millions of Guilders covered by Exports 

1937 1938 1937 1938 1937 1938 

Januar ... 106 119 73 82 68-9 68-9 
February... 105 118 79 82 75+ 69-5 
March ... 125 120 94 90 75:4 15:0 
April ... 142 115 101 8l 71-1 70-4 
May ... 128 110 90 83 10-3 75-5 
June |... 140 119 95 81 61-8 68-1 
Total ... 746 701 532 499 71-3 71-2 
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Wholesale prices recorded a further decline in June, but 
became firmer towards the end of the month :— 
INDEX NUMBERS OF WHOLESALE Prices (1926/30 = 100) 


Raw Manufactured General 
Foodstuffs ^ Materials Products Index Number 


1936 September si 65-8 48-4 66:1 62:6 

1937 Yearly average  ... 75-8 69-3 78.8 76-2 

1938 January  ... sat 79:0 61.8 18:1 19:2 

March —... 355 75:4 59:3 TT-O 73:2 

May X ee 74-4 57:1 16:0 11:9 

june sh ui 74-9 56:0 79:6 11:6 
Percentage rise since Sept- 

ember, 1936 ... oe 13-8 15.7 14.4 14-4 


On the other hand the cost of living for working-class 
families has risen, The index number for Amsterdam 
(pre-war—rioo) was 140°4 for June, 1938, against 129°1 
in May and 132 in September, 1936. The rise is mainly due 
to the higher prices of foodstuffs ; potatoes in particular being 
considerably dearer as weather conditions have delayed the 
new harvest, 

There has been increased activity in the market for new 
capital issues, largely in connection with new issues of foreign 
securities, many of which have taken the form of trust units, 
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The trade returns for June are summarised below. "The 
decline in imports was mainly in raw and semi-manufactured 
materials and in textiles and cereals. There was an increase 
in imports of colonial produce and also in ships, vehicles and 
machinery. Timber exports were unchanged, but since June, 
1937, there has been a pronounced decline in those of paper 
and paper pulp. 





June, May, June, First Half of 
. 1937 1938 : 1938 1937 1938 
(Kr. Million) 
Imports 104-8 96-0 90-8 48:5 e 594.8 
Exports . « 58-9 50-1 56.5 382.3 368-0 
Import Surplus 45-9 45-9 34-3 266-0 226:8 


Lon 
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During the month ended June 15th the cost-of-living 
index number rose from 171 to 172 (July, 1914=100). The 
wholesale price index fell from 154 to 153 (1913=100). On 
July 17th last xii Norwegian vessels of 520,915 tons d.w. 
were laid up, compared with 86 vessels of 291,000 tons a month 
before. On July rst, 1938, 32,600 tons gross of shipping were 
being built or on order in Norway, and some 481,500 tons 
gross abroad for Norwegian account. This last figure included 
353,000 tons gross of tankers. 

The monthly index of industrial production (basis: 
1935 —100, adjustments made for the varying number of 
working days) is summarised in the following table : 





Home Market Export Total of 
Industries Industries Industries 
April Way April May April May 
1935 113 113 101 109 109 111 
1936 121 124 103 117 115 122 
1937 135 139 111 121 127 132 
1938 124 127 104 107 117 120 


The number of unemployed persons in excess of vacant 
positions amounted to 22,938 in June, 1938, against 25,693 
in May and 22,028 in June, 1937! 

According to provisional estimates, the value of Norway’s 
industrial production rose by 18:7 per cent. last year, viz., 
from Kr.r,676 millions to Kr.1,990 millions. The physical 
volume of the output rose by 10:3 per cent. There was a 
marked expansion from Kr.239 to Kr.307 millions in the value 
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of paper and pulp produced last year, this being due to a larger 
volume of output as well as to higher prices. 


Sweden 


The timber market has again been disturbed by a drop in 
Russian prices, which has upset the calculations of the other 
timber-exporting countries. Consequently the opening price 
for 1936 is exceeded by only £1. One new change for the 
better is that the Russians have fixed a limit to their exports 
to Great Britain at 400,000 standards, i.e. 50,000 standards 
less than last year. As about 200,000 standards of Russian 
goods have already found a market, and the quantity now 
offered for sale 1s something like 150,000 standards, there is 
probably not much left for the present season. The Northern 
countries have been compelled to lower their quotations, but 
they are still approximately at the Russian level of April, so 
that there can be no question at present of any competition 
with the new Russian prices. Sweden’s aggregate sales since 
the beginning of the year are now estimated at about 400,000 
standards. 

On the wood pulp market there has hardly been any 
appreciable change. Most transactions consist of conversions 
of prevailing contracts combined with agreements relating to 
deliveries during 1939, although during the past four weeks 
an increase in orders for sulphite and sulphate pulp for 1939 
has also been observed. In the aggregate, however, the sales 
for the first six months were considerably below the corre- 
sponding figures for 1937 and 1936. The turnover of 
mechanical pulp is still very small, but buyers’ enquiries 
have recently increased. 

On the paper market the previous heavy accumulation of 
stocks has diminished, so that there is now need for replenish- 
ment. Sales have increased and the paper mills report a slight 
improvement in their supply of orders in hand. 

On the iron and steel market the decision of the foreign 
cartel not to lower prices has had a stabilising effect. The 
interruption in building caused by the Midsummer holidays 
has resulted in a decline in sales of commercial iron. New 
orders are generally for rapid delivery, which indicates that 
buyers are now only covering essential requirements, but the 
works are now requiring a somewhat longer period to effect 
delivery. 
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The net export surplus of agriculture has during the first 
five months of 1938 totalled Kr.334 millions—an improvement 
of Kr.2i millions compared with 1937. This is not due to 
an increase in the quantities. exported—which for most 
articles show a fall—but to a rise in the prices of the various 
agricultural products, combined with a fall from Kr.120 to 
Kr.113 millions in the import of raw materials for agriculture, 
After small price fluctuations butter closed at Kr.216, or the 
same as a month ago, while eggs have risen from Kr.100 to 
Kr.122 and bacon from Kr.174 to Kr.188. 

At the end of June the net, foreign exchange reserves of 
the National Bank amounted tö Kr.86:6 millions and those 
of the three principal Joint Stock Banks were Kr.27:4 millions. 
The total reserves of Kr.ii4:0 millions are Kr.25-2 millions 
higher than at the end of May. 

The trade returns for the first five months are summarised 
below :—- 

In Million Kroner 
1937 1938 


Imports— 
Raw Materials T c Ads 240-9 206-7 
Semi-manufactured Goods ... TR 234:9 227-2 
Finished Goods bee i - 215-9 230:9 
691-7 664-8 

Exports— 
Farm Products a A R 426-3 438-0 
Industrial Goods $ed ae sate 166-1 152-8 
Other Goods ... "e e - 22:1 25.5 
614.5 616-3 


The fall in the import surplus from Kr.77-2 millions 
in 1937 to Kr.48-5 millions this'year is one explanation of the 
increase in the country's foreign exchange reserves. 

The June index for wholesale prices was 111, or a fall of 
one point from the preceding month and of 9 points, com- 
pared with June, 1937. The import index fell between May 
and June from 116 to 113, but the export index only fell from 
110 to 108, so that prices continue to move in a way helpful 
to Denmark's trade balance. The current difference of only 
5 points between import and export prices compares with one 
of 33 points a year ago. 

The index figure for flats under construction rose during 
June from 60 to 61, but as the figure a year ago was 96, it will 
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be seen that the past year's set-back in house building is con- 
siderable. Unemployment for June—although lower by one 
per cent, as against the May figure—is still 16-5 per cent. or 
2°6 per cent. higher than a year ago. 


Switzerland 
From Lloyds & National Provincial Foreign Bank Limited 

Imports for the first half of 1938 amounted to Frs.781-4 
millions, against Frs.929:8 millions for the corresponding 
half-year of 1937. Exports have increased to Frs.618-4 
millions compared with Frs.578-9 millions’ for the same 
period of 1937. 

The exchange on London has moved in favour of Switzer- 
land during the last week or so. No particular reasons can 
be advanced for this movement, 

It is estimated that in 1937 the income from the tourist 
industry amounted to some Frs.200 millions ; 887,000 persons 
came into the country by railway and 1,076,000 by road. It 
is doubtful whether there will be as many visitors this summer 
as last year, when a considerable number of overseas tourists 
came on to the Continent after the Coronation. 


Morocco 


From the Bank of British West Africa Limited 

Business conditions in the French zone of Morocco have 
been quiet and uncertain pending the decision of the Govern- 
ment regarding permits for exporting wheat, barley and maize. 
Although the local harvest has been satisfactory, leaving a 
surplus for export, France also has surplus crops, particularly 
of soft wheat. Thus she may not be able to absorb the quota 
allotted to Morocco, whose soft wheat crop is estimated at 
2$ million quintals, of which only 600,000 quintals is needed 
for local consumption, plus 250,000 quintals, which may be 
reserved for emergencies by the Government. In the mean- 
time large stocks of barley and wheat are accumulating and 
sales of imported goods like textiles, sugar, tea, hardware, 
etc. are reduced. 


The United States 


During the four weeks ended in the middle of July a 
feeling of general gloom was replaced by one of restrained 
optimism. More conservative opinion, however, feels that 
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the recent recovery on the Stóck Exchange is largely the 
reaction from excessive pessimism. At the best the prospects 
are for only a moderate improvement in business.in the autumn, 

In spite of the recovery in other commodity prices sugar 
remains dull. This is because of the wide margin between 
the sugar quotas and the quantity of sugar going into con- 
sumption. Further emphasis is, given to this discrepancy by 
the size of the known surplus. "Trading in crude rubber has 
been fairly active and quotations have risen substantially, 
although currently somewhat lówer than the best. Market 
reports indicate that most of the activity is on the part of 
speculative interests. Business in copper has shown censiderable 
briskness. Havihg become convinced that 9 cents per Ib. was 
the bottom of the market, consumers placed their orders and 
secured a good volume of the metal at that level. Spot “ Straits ” 
tin rose as high as 44 cents per lb. Enquiries have been 
numerous, but interest is mostly confined to covering possible 
forward requirements, as the tinplate industry is very quiet, with 
production probably not exceeding 35 per cent. of capacity. 

For the first six months of this year output of pig-iron 
totalled only 7,873,026 tons, compared with 19,706,593 tons 
in the first half of 1937. During June two blast furnaces were 
put out of action, leaving 70 in operation on July ist. Pro- 
duction last month totalled 1,062,021 tons, or a daily average 
of 35,400 tons against 40,485 toris during May. Manufacture 
of steel ingots during June totalled 1,638,277 tons, or about 
9 per cent. below the May figures. For the half-year the 
aggregate was only 10,819,144 tons compared with 28,758,960 
tons for January—June, 1937. 

Trading in cotton futures ‘has only been slightly more 
than moderately active, but the' tendency has been distinctly 
bullish. The Department of Agriculture has reported that 
26,904,000 acres were under cultivation for cotton on July rst. 

his is only about three quarters of last year’s acreage, from 
which the record crop of 18,942,022 bales was ginned. The 
placing of cotton under the Government loan scheme has 
slackened considerably. During June the quantity placed 
was only about 67,000 bales, with advances of less than $3 
millions. Over most of the belt the crop is definitely late. 
Frequent rains have retarded. growth and helped weevil 
infestation. Cotton textile mills have been stimulated by 
the better demand for unfinished goods. 


i 
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South America 
From the Bank of London & South America Limited 


Argentina.—Exports for the first six months of 1938 were 
valued at only 712 million pesos, compared with 1,409 million 
pesos for the first half of 1937. The vo:ume of exports was 
the smallest for the first half of any year since 1921, while 
their value has only once been lower since 1917. One 
consequence of this contraction is that whereas Argentina 
had an export surplus of $36-8 millions to the United States 
for the first five months of 1937, the comparable figure this 
year is an import surplus of $24-1 millions, Latterly imports 
from all sources have been declining, ard the exchange rate 
for the free peso has become firmer. 

Recent reports state that ploughiüg for wheat, linseed 
and oats is completed in the north and west, but is continuing 
elsewhere. Sowing is very active and plants are developing 
well. Ploughing for the next maize crop has begun in the 
north. Slight to moderate rains have fallen over the agricultural 
zones. Grain markets were inclined to be weak during July. 
The fall in maize prices is attributed to lack of confidence 
and to the uncertain quality of the local crop. The wool 
market has remained active. 

Brazil.—]une coffee shipments constituted a record for 
Santos, while for the whole of Brazil they were nearly double 
those for the preceding year. Shipments for the past crop- 
year to June 3oth totalled 14,632,000 bags, compared with 
- 13,259,000 bags in 1936-37. Nevertheless it is calculated that 
equilibrium between supply and demand will not be reached 
until the present average yearly productian is reduced by four 
to five million bags. At the same time coffee is losing its previous 
predominance among Brazil’s crops. 


Japan 

A recent cable states that war-time control is being applied 
to a wider field of economic activity. In spite of price control 
both commodity prices and the cost of living continue to rise. 
Foreign trade remains unsatisfactory. A new revolving fund 
has been established out of the nation’s zold reserves for the 
purpose of financing the importation cf the raw materials 
required by the export industries. Although money is easy 
the stock markets are subdued. ! 
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Issue Department 





End March, 1931 


a3 
er 
3 
33 


5 


July 20, 
July 27, 











e 757,9 
Statistics 
BANK OF ENGLAND 
Other: 
t Oth 
Pod Securities. 
$ mn. £ mn. 
232-0 2.9 
240-0 | 19-3 
245-4 0-1 
246-5 1:5 
187-0 2.0 
188-2 0-8 
188-5 | O5 


Note Govt. 

Circulation. || Debt. 

£ mn. £ mn. 

357-1 | 11-0 

” 1932 360-5 | 11-0 
5» 4934 478-8 | 11-0 
» © 1936 406:5 | 131-0 
n 1937 473 :8 | 11-0 
», 1938| 485-4 11-0 
1938 | 495-3 | 11-0 
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Banking Department 


| 
! 
| 
| 
| 


188-9 





—————Á | —— M7 | MÀ H—— Hai —À | — —M———— — | MÀ Q—ÀQQm a —À— | a ——YM—À——HPAHE RAP 


Silver | Fiduciary | 
Coin. Issue. 
£ mn. £ mn, 

:0 260-0 
$8 | 2750 
5:5 260-0 
1:0 260-0 
eem 200-0 
nes 200-0 
— | 200-0 
ipie 200-0 | 





——— n" 


326-4 























Publi Bankers' th || Govt. |Discounts| Other " 
Deposits. | Deposits. | Deposits || Segur- |, and | Secur- | Reserve. | Pians 
f 
£ mn, £ mn. £ mn. i| Sma, £ mn. £ mn, £ min, % 
End March, 1931 | 17-2 58-8 347 | 30°35 | 24-6 | 25-7 | 48-3 | 45:6 
» .»  1932| 27-2 54-6 5*4 i) 35-7 | 11-7 | 5L1 | 35-9 | 30-9 
» p» 21934, 17-5 94.5 56-9 || 7T-1| 5:6 | 1LO | 73-4 | 492 
» n» 1936; 18-0 83-6 37-0 :| 80-3| 5:0 | 16-7 | 54-9 || 39-6 
» n» 1937| 522 62:3 38.5 4 100-5 7-1 | 22-9 | 40-8 | 27-7 
» n»n 1938] 17-8 | 108-1 37°4 j| 110°8 | 8:7 | 202 | 41-8 || 25-6 
July 20, 1938; 22-5 | 107-3 34.7 | 109:8 9-3 | 23-1 | 40-3 24-5 
July 27, 1938 | 11-2 | 116:4 35-1 | 115-8| 9:5 | 213 | 34-2 || 21-0 
b 
LONDON CLEARING BANKS (monthly averages) 
Accept- Balances ken i R 
Deposits, Guaran- Cash, * d Short Bills. Treats, | Advances, 
ees, etc. | Money. 
£ mn. £ mn £ mn £ mn £ mn £ mn £ mn. £ mn 
March, 1931 | 1,765-9 | 121-5 84.0 5 | 114-1 | 240-4 | 311-1 | 936-1 
» 1932 | 1,076:4 98:7 | 174-0 | 43-4 | 112-5 | 216-8 | 281-9 | 902-1 
» 1934, 1,830°6 | 112-8 | 218-9 | 43-5 | 120-4 | 202-1 | 547-1 | 753-0 
»  1986*| 2,108-3 | 105-2 | 216-7 | 53-8 | 162-4 | 252-0 | 635-1 | 849-2 
»,  1937* 2,244-2 | 122-5 | 225-8 | 62-7 | 169-8 | 247-8 | 667-4 | 934-4 
»,  1938*| 2,253-7 | 112-0 | 244-2 | 59-1 | 150-4 | 238-6 | 634-0 | 995-2 
May, 1938* 2,262-7 | 116-0 | 281-1 | 61-6 | 146-1 | 279-6 | 630-6 | 981-0 
June, 1958*| 2,2299-4 | 116-0 | 246-6 | 66:7 | 153-7 | 289-4 | 629-6 | 980-5 
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LONDON BANKERS' CLEARING HOUSE RETURNS 








Clearing | Glowing ^| Chaday | Total 

£ mn. £ mn. £ mn. $£mn. | 
1930 38,782 1,812 2,964 43,558 
1931 31,816 1,668 2,752 36,226 
1932 .. 27,834 1,610 2,668 32,112 
1933 27,715 1,657 2,766 32,138  . 
1934. 30,740 1,760 2,984 35,484 
1935 ... 32,444 1,887 3,229 37,560 
1936 . 35,039 2,040 3,538 40,617 
1937 26,719 2,162 3,805 42,686 
1937 to July 28 ...  ...| 22,099 1,279 2,208 25,516 
1938 to July 27 19,506 1,225 2,153 22,884 
1937, July (4 weeks) 2,987 184 309 3,480 
1938, July, (4 weeks) 2,842 175 297 3,314 

BANKERS’ PROVINCIAL CLEARING RETURNS 
Mar, | Mar. | Mar, | Mar, | Mar, | Mar, | Mar, | May | June, 
1929 | 1932 | 1934 | 1935 | 1936 | 1937 | 1938 | 1938 | 1938 
Birmingham...| 11-9 Caol 1d | 96| 107 | Us| to “00 ET 
Bradford 5:9! 34) 42) 38| 47) 46| 36) 32| 32 
Bristol 5-3| 49! 54| 49| 55] 55, 59! 59| 52 
Hull... 40| 30! 32| 32| 34| 40) 40] 34| 3-2 
Leeds 44| 38| 44) 43) 3:9) 48| 43] 40] 35 
Leicester 3°6 31 3°3 2.8 3'1 3-3 33 3-0 2-8 
Liverpool ... | 34:2] 25-6| 26-8| 25-8| 27-5] 35:8| 24-8 | 29.4 | 922.4 
Manchester... | 58-0| 42-5| 46-1] 42-8| 44-91) 50-7] 44-0] 40-1] 35-4 
Newcastle-on- 
Tyne 6-5 5:7 6-9 5.5 5*7 6:5 6-9 6-7 5-9 

Nottingham 2-8| 19! 20} 2-01 21| 23) 23! 21! 19 
Sheffield 4-6] 33| 36! 3:4] 43| 60! 48] 45] 43 


Mrrr—— $item | M Q—— ee T M M eh? — M ÓÓá— | —————— 1 i M | M $ — ——À M 


141-2 | 106-2 | 117-2 | 108-1 uis Lui 114-5 | 105-3 


mtm —— ——————————— ÀÉ À ———ÉÓM— — — 
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i —À MÀ HALA 
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LONDON AND NEW YORK MONEY RATES 














End March, 1931 
2 » 1932 
M » 41934 
en », 1936 
2 » 1937 
2 , 1938 
June 22nd, 1938 
July 27th, 1938 
London 1336 
3" july 29 
New York— 
(a) Spot... 5-0124 
(b) 5 months | iic. pm. 
Montreal ens 5:01£ 
Paris— 
(a) Spot .. T583 — 
(b) 3 moale Fr.5j dis. 
Berlin- 
(a) Official... | 12-464 
(b) Registered 
Marks || 435394 dis. 
Amsterdam 1: 38 
Brussels 29°74 
Milan ... 63-5; 
Zurich 15-354 
Stockholm 19-391 
Madrid 563 
Prague’ "m 121} 
Buenos Aires-— 
(a) Export ... 15 
(6) Import ... 17-08 
(c) Free . 18-20 
Rio de Janeiro— 
Prov. Deposit 
Rate || 858600 
Valparaiso 130* 
Bombay 18id. 
Hong Kong . l5id. 
Kobe ... me 1/2 
Shanghai 143d. 
Gold price 138s. 10d. 
Silver price ... || 193d. 












Treasury Bills l 


LONDON 







New YORK 





3 Months’ | Short Re- Call. | Accept- 
Bank Bills Loans discount | Money | ances 
Der cent, m Per cent 
3 24 24 
li 1 i 
li 1 Yu 
l; l yu 
o3 Meg PE gli gj $5 
1 1 4 
1 1 $ 





FOREIGN EXCHANGES 


20d. 





19d. 194d. | 19d. | 19£d. 


* Nominal. 


1937 1938 
July 28 ip 29] July 6 
4-972 4.954 AIi 49348, 4-924 4-922 
lic. pm. i» pm. | ác. pm. | $$c. pm, | gic. pm. | ic pm. 
4-978 5-003 4-98 4-964 4-94 4-932 
13243 177% . | 1773 178 4; 1788 1784 
Fr.43 dis, Fr. lłdis. Fr.1} dis. | Fr.245; dis. | Fr.2ġdis, | Fr.2& dis. 
12:362 12- 504 12-291 | 12:271 12°25 12-254 
o d 55170 Kis. 534% dis! 532% dis. | 54% dis. DN E 
55 | 6-964) 8: Son 8-954, 
29. Bal 20 . 204 29-18 29-123 29-10 29- 09i 
9449, 94,5." 9315 931 934 93 4 
21:68 21-613 | 21-62 21-574 21-50 21-49 
19-394 19-394 | 19-394 | 19-394 19-392; 19-394 
* 115* 115* 115* .1. 115* 150* 
1423 14229 | 1423 |142% 1425, | 142-4 
15 15 15 15 15 15 
16-00 16-00 16-00 16-00 16-00 16-00 
16°46 19°05 18-99 19°00 18-89 18-91 
748600 878220 878030 86$750 on 863700 
1314* 125* | 25* 125* 125* 
184d, L738 172d, | 17gd. 151 id. 1748d. 
144d. 143d. 14id. 1445 d, 14i&d. 5d. 
1/134 1/2 1/2 1/2 1/2 1/2 
144d. Bid. Bid. 82d. 9d. 9d, 


139s. 9d, i140s. Bid, 140s. lid. 141s. 24d, | 141s. 6d. | 141s. 4d. 


19d. 





-8 | 1938-9 
1934—5 | 1935-6 | 1956-7 | 1937-8 to to 
July 24 | July 23 
REVENUE— £mn. | £ mn. | £mn. | Emn. | Emn. | £ mn. 
Income Tax wet ..|2289-9 | 238-1 | 257-2 | 298-0 26:4 24-7 
Sur-Tax "m xs ..1 51:2 51:0 55:6 57-1 5-7 


6-9 
Estate Duties ... EN we | 8l:5 87°9 88-0 89:0 29-2 25.2 
«5 











Stamps Sus one is 24-1. 29:8 29-1 24-2 5 5-6 
National Defence Contribution; — — — 1:4 — 2-8. 
Customs m ..|185-1 | 196-6 | 211-3 |231:6 70-4 |. 68-6 
Excise e t 104-6 | 106-7 | 109:5 | l1$:7 35-2 35.3 
Motor Vehicle Duties 
(Exchequer Share) a 5-1 5-0 32°7* | 34.6* 5-9* 5.8* 
Other Tax Revenue ... d öl 2-1 1:7 1:7 0-1 0-3 
2 e 
Total Tax Revenue... we | 683°4 | 715-2 | 783-1 | 841-3 | 178-4 | 175-2 
Post Office (Net Receipt) ... | 12-2 11:7 11.0 10:5 6-0 3°6 
` Crown Lands dus see 1:5 1-4 1-4 1-3 0-5 0-5 
Receipts from Sundry Loans 4-4 4-9 4-5 5-2 1-7 1-5 
Miscellaneous Receipts oe | 15'1 21°7 24°6 13:5 2:0 1-8 
Total Non-Tax Revenue S. | 550 31:3 10-2 7-4 
Total Ordinary Revenue 2. | 716-4 872-6 | 188-6 | 182:6 
Post Office... T s 61:8 76:1 19-8 22:2 
Road Fund ... os we | 26:4 — — — 








'Total Selt-balancing Revenue... | 88-2 











iuh e tr | mre RE — | À——— —ÓáÁ a PR | rr ÀÀÀ——À tr ÜM—— || atacar PME —— || aUi ner. 


EXPENDITURE— 
National Debt Interest .. | 211-6 216-2 87:2 87-1 
Payments to N, Ireland... 6-8 8-9 2-1 1-9 
Other Cons. Fund Services... 3°6 jel 1:4 1:2 
Post Office Fund ... ON 2:3 — — — 
Supply Services ius wee | 472:2 605-0* | 171-8 | 205-2 











1833-2 | 262-5 | 295.4 


Ó Ü——Á———oÜ, seein Áá——ÁÀ: Frc 12 sugges E anite E iue rr t e a 


Sinking Fund ...  ..  ..] 1253 


Total Ordinary Expenditure ... | 696°5 


—ÁÁÀ— S F ÀÁ tnl Àááá——a& [m (T Hai At [GÀ —Q Áo i o lÜ—— | cá Ó EI (—AMMÁÀ—X ye e$ 


Self-balancing Expenditure 
(as per contra) PF .. | 88-2 





* Motor Vehiclf Duties apportioned to Road Fund, treated as self-balancing in 1936-37, 
now added to Revenue and Expenditure figures for purposes of comparison, 
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PRODUCTION 
Pig-Iron Steel 
Total 1913 Bor Br n 
, 1925 6,262 1,585 
, 1920 7,589 9,636 
, 1930 6,192 7,326 
+, 1931 3,773 5,203 
, 1932 3,574 5,261 
, 1933 : 4,136 7,024 
» 1934 gs 5,969 * 8,850 
» 1935 6,426 9,842 
» 1936 7,686 11,705 
» 37 8,497 12,964 
Total to June, 1937 4,011 6,338 
Total to June, 1938 4,005 5,926 — 
BOARD OF TRADE PRODUCTION INDEX NUMBER f 
(1930 = 100) 
Complete Year 1937 1938 
1936. 1937; Ist Qr. | 2nd Qr.| 3rd Qr.| 4th Qr. | Ist Qr. 
Mines and Quarries ... — .. | 94-4| 99-8] 99-4] 100-5 | 95-6| 103-9 | 104-1 
Iron and Steel.. [150-1 | 166-6 | 158-1 | 165-6 | 165-5 | 177-3 | 168-6 
Non-Ferrous Metals .. — ... | 143-8 | 165-3 | 154-4 | 166-7 | 173-7 | 166-2 | 153-3 


Engineering and Shipbuilding | 123-3 | 136-3 | 136-4 | 138-2 | 134-9 | 135-3 | 133-7 
Building Materials and Building | 157-1 | 153-2 | 148-5 | 155-9 | 160-3 | 148-3 | 145-5 


Textiles re zzi we | 126°4 | 129-6 | 130-1 | 135-1 | 127:5 | 125-8 | 116-7 
Chemicals, Oils, etc. ... s... | 115-4 124-5 122-3 | 126-4 | 123-8 | 125-5 | 127-2 
Leather and Boots and Shoes 120: 7 118-9 190-6 | 121-3 | 1177 | 115-7 | 119-5 
Food, Drink and Tobacco ...| 114:5 | 119-9 | 111-2 | 124-9 ; 120-5 | 123-2 | 116-0 
Total* ... m jv | 124-6 1331 131:3 | 1335-8 | 130-4 | 136-6 | 132-7 


* Includes paper and printing, gas and electricity, rubber, censent and tiles. 
T Revised quarterly by the Board of Trade. 
i 


m —— —— 
- M— — 
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UNEMPLOYMENT 

(a) Percentage of Insured Workers 

Date 1929 1931 1932 1934 1935 1936 1937 1938 

End of—— 

January 12:3 21:5 22:4 18-6 17-6 16-2 12.4 lj.3* 
February 12-1 21:7 22-0 18:1 17:5 15:3 12-0 13:2* 
March 10-0 21:5 20-8 17:2 16:4 14:2 11:6 12-9* 
April 9:8 20-9 2l:4 16-6 15:6 13:6 10:5 12.9* 
May 9T 20-8 22°1 16:2 15:5 12:8 10:7 13:0*. 
June 9:6 21:2 22:2 16:4 15:4 12-8 10-0 «4 13-4* 
July 9-7 22:0 22:8 16-7 15-3 12:4 10-1 
August 9:9 22:0 23:0 15-5 14-9 12:Q 9.9 
September | 10:0 22:6 22:8 16:1 15:0 12:1 9-7* 
October 10:3 21°9 21-9 16:5 14:5 12-0 10-2* 
November | 10:9 21-4 22-2 16:3 14°5 12.0 11-0* 
December 11.0 20-9 21-7 16:0 14-1 12-0 12-2* 





* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 











Mar., | Mar., June, May, | June, 
1932 | 1935 1937 | 1937 1938 | 1938 


————— 1 € À———— M MP PNE. ma A, a S n en E 


Number employed ... | 9,549 | 10,200 | 10,689 |11,310 |11,517 |11,380 | 11,375 | 11,333 
Wholly unemployed 2,129 | 1,727 | 1,551 | 1,330 | 1,096 | 1,356 | 1,407 | 1,284 
Temporarily stopped 427 324 240; 170 203 | 338 404 | 478 























Normally in casual 
employment vis 104 92 88 76 71 70 69 68 


P —Í—À—QÀ—— [n e [M Ur PPM PAL € a — [à iioii ét ÜatoÜ« || Por—n——M——ÓnüniüPla, 











RAILWAY TRAFFIC RECEIPTS 









Four weeks ended Aggregate for 29 weeks 





July 25, 1937 July 24, 1938 1937 1938 





Pas- Pas- Pas- Pas- 
sengers | 9005 | sengers | GOOdS | Sengers | Goods | Sengers | Goods 


Lo— — SN n È SHH} E RR. RR 


£ mn. £mn, | Emn., | Emn., | £ mn, | £ mn. | £mu. £ mn. 


Great Western ovt 1:2 1:2 1-1 5:9 9:0 5.9 8-6 
London & North 
9:3 | 17-0 9:3 | 16:3 


Eastern* ... wee | 1:8 2°3 1.8 1:9 
London Midland & 

Scottish ... ..1 2:8 2:8 2:8 2:5 |143 | 21-8 | 3 |208 
Southern ... oe | 156 0-4 1:6 0-4 9-1 2:7 9-0 2:6 


Totals u we | T4 6-7 T:4 $99 | 38-6 | 50:5 | 38-4 | 48:5 


——— M — rááÓ— — —-—————————————H— ————— LI— s 
* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines, 


| | m 
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RETAIL "TRADE 
(from the Board of Trade Journal) 


* * i + Ld 
Change in value since same date in previous .year 





June, | June, June, May, June, 
1935 | 1936 1937 1938 1938 


MM ati | ENE tM | t ÀMMMM—MÁ——MÀ | Án M———Ó—rá | iiir MH 


By CATEGORIES: GreatBritain | % ` 96 96 96 96 


Total eee s | FBI] + 47 | + 4-8 [— 61 | + 86 
Food'and Perishables... — ... | + TI. | + 85 | + 4-5 | — 2:9 | 410-2 
Il 
Other Merchandise ...  ... | + 45i] -+ 0:8 | + 5:0 | ~ 83 | + 69 
of which I 

Piece-goods* ... ua e| 125. |+ 50 DB A6 |—235 |- 1:5 

(i) Household Goods a | — 4:6! + 9:9 |} +20 | — 1-9 Nil 

(ii) Dress Materials ...° ...| —16:0 | + 31 (+ 2:3 | ~ 23 | — 2:3 


Women's Wear* e eee | — OD FS | +59 | — 71 | 4119 
(i) Fashion Departments ... | — 5:4 |+ $8 | +109 | ~ 1-8 | +13°6 


(ii) Girls’ and Children’s Wear | — 5:3, — 65 | + 86 | —11-3 | +16°6 
(iii) Fancy Drapery ... ws | + 5:4, | — 01 | —O5 | —128 | + 90 
Men’s and Boys’ Wear we | + 8-2 —2:1|4-9:5 | —~ 92 | - 12 
Boots and Shoes e ej 95 -41 |+ 8&2 | —167 | +123 
Furnishing Departments e| + 9:9, -+ 24 |4 $4 |—39 |— 11 
Hardware Pe ee oe ce 0-4 +4] {+59 | —~6-0 | — 71 
Fancy Goods ... e ve} 599 |- 05 +60 |—9:2 1-4 - 3:5 
Sports and-Travel — ... e| c-r 5.2 — 20 |— 06 | ~14-5 | — 58 
Miscellaneous and Unallocated | 412-7. | + 5:9 | — 67 | — 7-1 | 417-7 
By AREAS— | || | [| [d aT 
All Categories— I 
Scotland — ... - wef + 57 | + 61 | 4+ 26 | ~ 5:5 | + 9:6 
North-East ... iei T — : — +29 | —6€2 14- 97 
North-West... 0 sn e | — | — |4+28 |—68 | + 9:4 
Midlands & South Wales ..| — | — |46€8]|—54 | +92 
South of England .. | + 7-9 |- 5:9 |+60 | — 4-8. | +106 
London, Central & West End | -+ 0:9 +41 (+79 | ~ 86 | — 37 


| 
London, Suburban ... — ... | $+ 2-7, | 4- 5:2: | + $6 41 — 57 | +125 








* Including some goods which cannot be allocated to sub-headings. 


431 
OVERSEAS TRADE 


- 


ImPoRIS EXPORTS 














Date À Manu- Manu- 
Raw ^ Raw 1 

Food |kratetials factured Total | Food |wnteriats factured?: "Total 

Monthly Average— £m £ mn. | £ mn. ,|£mn | £mn. | £n. | £ mn. 
1929 dus is 44:6 | 28-3 | 27:9 | 101-7 4*6 6:6| 47T-8| 60-8 
1930 dus eas 396i! 20-9 | 25-6; 87-0 5°3 5.31 36°7) 476 
1931 € m 34°7 | 14°41] 21-8 | "71:8 4:0 $.9| 243 | 22-6, 
1932 ss € l1]! 13°7 | 13:1] 58:5 2°7 36) 23°90) 30-4 
1933 28-3 150| 12:6! 56:8 2:4 $:8| 23°4 | 30:6 
19354 28.9] 17T:5| 143] 61:0 2:5 4.0j 254] 3350 
1935 s 29°6 | 1T 7| 154| 650 2:6 “4-41 2T:4 | 35:5 
1936 31°9 | 20:7 YT) TOT 30 4-3 | 28:4 | 36-7 
1937 ® eas 36:0 | 26°3 | 22-9 | 85:7 $:2 5.4| 33:7 | 435 

SESE, REIMENE. peers, EET Seen, cnc 

June, 1937 ... un 45.8 | 27-4| 24°41 88:2 3'0 5:7] 347] 444 
June, 1958 ... wee 38°4¢ | 194 | 18-1 16:5 27 4°6 i 36:9 


























Hides 

"4| Wood Steel 

Date Wheat Cotton | Wool NE s Pulp Rubber Eus 

factures 

(thous. | (thous. (thous, 

(thous. | (thous, [centals of |centals of| (thous. | (thous. Icentalsof| (thous. 

Monthly Average— cwts.) tons) 100 Jbs.)) 100 lbs.) cwts.) tons) !|1001bs)| tons) 
1929 - vee) 9, 480 j 678 98 7 530 

1930 ` 8,731 | 363 1,011 | 652 243 
1931 9,952 | 185 989 | 707 251 
1932 ; 8,803 | 159 1048 | 765 133 
1933 " 9,366 | 234 1,169 | 793 81 
1934 8,552 | 392 1,052 | 657 114 
1935 i 8,435 | 415 1,060 | 720 96 
1936 8,401 | 587 1,289 | 762 124 
1937 vi we | 8,074 | 669 1,982 | 653 170 
June, 1937 ... vs | 8,093 | "734 1,120 | 817 175 
June, 1938 ... .. 110,051; 448 691 | 886 61 





Machin-! Cotton Cotton oolle 
Date Coal | and | Me™ | Yams | Biece- | Tissues | issues | Cars 
OUS. A S, ill. ill. . e 

Monthly Average— oe ton) eh jun EL) x yds.) Bs vus) (number) 
1929 — ..  ..]| 5092| 36 47 | 11-8| 306 | 9,016 | 5,490 | 1,991 
1930 4,573 | 263 40 | 11-1| 201 | 6,587 | 2,893 | 1,602 
1931 3,563 | 165 27 | lL4| 143 | 4,694 | 2,479 | 1,429 
1932 3,242 | 157 25 | 13-9] 183 | 4461 2,358 | 2,246 
1933 «x wee | 3,256 | 160 23 | 15:8| 169 | 5,110 | 2,741 | 2,821 

1934 . | 3,305 | 188 28 | 10-9| 166 | 5,745 | 2,772 | 2, 
1935 ..| 3,226 | 193 32 | 1L8| 162 | 5,934 | 3,205 | 3,659 
1936 — . w+ | 2,878 | 184 32 | 12-6| 160 | 6,5223 3, 4,268 
1937 .. | 3363 | 215 37 | 13-3] 160 | 6,0653 | 3,583 | 4,468 
June, 1937 ... . | 3,482 | 235 38 | 143| 155 | 6,202| 3,942 | 4,119 


4.3 
June, 1958 ... ve | 2,908 | 151 40 8-4 96 | 3,440 | 2,340 | 3,140 


| 

| 
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I; WHOLESALE PRICES 
pi Index Number (Sept. 16th, 1931—100) 
ate —— CAU PEEEIDENSEDPATEN IG RAV CE ORUM E 
U.K. U.S.A. | France Italy Germany 

Average 1929 ... — ...| 150-9 139.4 141-3 146-0 126-1 
1951 ... e 107-7 103.5 105-5 103-5 101:9 

1932 .. 103-5 89:3 92:0 935-1 88:7 

1933 103:5 93-7 87°97 86-6 85:7 

g 1934 106-4 111-1 83-1 84.2 90-4 
1935 108:1 120:3 18:4 97:2 95:5 

1936 116-2 121-4 90:6 112-5 95-6 

1937 ° 134.6 1531.5 | 127.0 133-4 97°3 

End June, 1937 ... 136-6 134-6 121°4 13441 97-4 
» july, 1937 .,. || 138-0 133.8 120-8 137-4 97-9 
» June, 1938  .*.| 120-2 117-6 147.3 143.8 96-9 
» ju, 1938  ..| 122-3 118-3 147-8 142-7 97-5 





Sources: U.K., “Financial Times"; U.S.A., Irving Fisher; France, Statistique 
Generale ; Italy, Italian Chamber of "Commerce ; ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 











Rent | Fuel Other Alf 
Date Food | (including! Clothing and Items Items 

Rates) | ; Light | included | included 
End of 1929  .. 57 52 ' 115 75 80 66 
1931  .. 31 54 , 90 75 75 47 
1932 23 55 . 85 70-15 10-15 42 
1933 24 56 8 70-18 70-75 42 
1934 25 56 85-90 70-15 70-75 44 
1935 31 58 85 75 70 47 
1936 36 59 ' 90-95 75-80 70 5l 
End June, 1937 ... 40 59 105 15 75 55 
» May, 1938... 38 60 ; 110 75-80 75 55 
» june, 1938.. 46 60 |; 110 75-80 75 59 





The figures represent the percentage increase above July, 1914, which is equal to 100, 


3. COMMODITY PRICES (average for month) 





Wheat Sugar Cotton Wool Pig-Iron, Tin, Rubber 
Date N. Centrifugals| American 64's Cleveland Standard Plantation 
Manitoba KK, Middling | tops avge. No. 3. Cas Sheet 
per qr. per cwt. per ib. per Ib. per ton perton | perib, 
s. d. s. d. d. d. S. d. A 
Average 1929 ... 54 OF 9 OF}; 10:29 38% 70 41| 2031$ 104 
1931 ... 28 2i 6 4i 5:08 2545 58 7 1184 ái 
1932 ... 50 64 5 94 5°29 2275 58 6 136 35 Qe 
1933 ... 28 2 5 4 5:95 2855 62 3 19433 5} 
1934 ... 30 il 4 8&2 5:66 3031 66 103 | 230 63; 
1935 ,.. 34 34 4 8 6-69 28 67 10 22519 Bat 
1936 ... 38 0 4 82 6-67 ó2H 73 0 2041-2 23 
1937 ... 53 114 6 4i 6:37 4545 9l 10 245, 91 


Em AEn Hii | EYE iN | C—O | mir 5)À MT | —— ÜÀáÀ—,— het. Dr ia —HHmPÓÓ— 


July, 1937  ...| 55 7 
June, 1938 ...| 45 6% 
July 1938 ... | 41 74 
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Notes of the Month . 


Ihe Money Market.—While little change is noticeable 
superficially, various influences were at work during August. 
The most normal of these was the contraction in the note 
circulation which always follows the Bank Holiday peak, and 

is year it amounted to a drop from £497.98 millions on 
August 3rd to £478:7 millions three weeks later. By itself 
it would have led to a corresponding increase in bank cash, 
as represented by bankers’ deposits at the Bank of England, 
but simultaneously there was a drop of £13 millions in Govern- 
tent securities held by the Bank and also an increase of just 
over £14 millions in public deposits. The first of these two 
movements can again be described as normal, for 1t is customary 
to.vary the banking department's holdings of Government 
securities so as to neutralise the effect on the credit base of 
fluctuations in the note circulation. The increase in public 
deposits, however, was due to a special cause, namely, the heavy 
sales of gold made by the Exchange Equalisation Account 
both to support the pound against the dollar and also to meet 
August's unusually large demand for gold in the London 
bullion market. This gold was paid for in sterling, which 
was initially lodged in public deposits at the Bank. For these 
reasons bankers’ deposits actually contracted between 
August 3rd and 24th from £113:4 to £ror-6 millions, The 
final Defence Loan call of £32 millions was paid on August rath.. 
This did not directly affect the market, for the month’s in- 
crease in public deposits preceded it. Both the Defence Loan 
call, however, and also the month's heavy gold purchases in 
London have reduced the quantity of floating money held in 


MS 
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London.outside the clearing banks and available for loans to 
the discount market against banks. The result is that the 
: market rate for " bond-money,” as it is called, stiffened from 
i to š per cent. (where it had stood for a long time) to 2 and 
even f per cent, while some borrowers had to go to the 
. clearing banks and pay the latters' agreed rate of one per 

cent. Conditions, however, had once more become easier by 
"the end of the month. The bill market has been quiet. Both 
allotinents and maturities of Treasury bills were on a low 
scale during August, and the market did not secure too good 
 allotments at 1t$ price of £99 17s. 5d. per cent. One consequence 
of the Defence Loan issue is that since the middle of June 
the total volume of Treasury bills issued by tender has fallen 
from £585 to £555 millions, although it should be growing 
at this time of year. The Exchange Account's August gold 
sales may bring about a fresh contraction in the market’s 
supply of bills, as the proceeds of these sales are re-invested 
. in Treasury bills. It therefore looks as if the market will 
be holding fewer bills in future than it was, say, a year ago. 


The Foreign Exchanges.—A continuance of the prevailing 
nervousness over the international political outlook has caused 
the development of a fresh movement of capital both tó New 

York and also into gold. Both the French franc and the belga 
have been weak, while the dollar strengthened against the pound, 
until on August 30th the New York rate fell to $4-863, compared 
with a rate of $4:92 at the end of July. Simultaneously the 
demand for gold has expanded considerably, and for many 
successive days large quantities were dealt in in the London 
market. The British authorities have made heavy sales of 
gold ‘out of the Exchange Equalisation Account’s résources, 
both to support the pound against the dollar and also.to meet 
the London demand for gold. At the end of August the 
London price of gold rose to 142s, 11d. per fine ounce. The 
general policy of the authorities this month has been to keep 
the price of gold practically upon a level with the American 
"shipping price. This has permitted arbitrage purchases of 
gold to be made in London against subsequent sales of dollars, 
and so indirect support has been afforded to the pound, as 
well as the direct support provided by the Exchange Account’s 
own operations. Meanwhile the weakness of the franc has 
necessitated substantial support by the French authorities, 
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and even so forward francs have been quoted at well over 
M, Daladier’s declared limit of Frs.179 to the pound. 
M, Daladier's broadcast speech on August 21st, in which he 
announced the modification of the forty-hour week and his 
determination to maintain the franc at its present value, was 
of some assistance, but the outlook for the franc 1s far from 
certain, Belgas also weakened for a time against the dollar to 
the gold export point, and early in the month the National 
Bank of Belgium lost some gold. Guilders and Swiss francs 
maintained their strength during most of the month, but 
weakened on August 29th as the result of 1nternational political - 
developments. ° | 


The Stock Exchange-——Markets have been under the 
influence of the holidays, but the dominant note has been a 
general reluctance to buy. This must be ascribed both to 
the political situation and—to a lesser extent—to the business 
recession, now being reflected in decreased earnings and 
dividends, but the result was inevitably a further weakening 
of prices. During the week ended August 27th markets 
became a little firmer, but there was a sharp reaction in all 
sections on August 29th, which could be attributed directly 
to the international political situation. 

The decline in the gilt-edged market since the beginning 
of August is relatively limited, but there was a sharp reaction 
on August 29th, 34 per cent. War Loan falling from 102% to 
102%. In the foreign bond market Japanese bonds improved 
slightly on the truce with Russia, while German bonds rallied 
temporarily on the publication of the details of the new debt 
settlement. There have been further heavy falls in home 
rails, owing to disappointing traffic returns. The industrials 
market has been dull, with a heavy fall at the end of the month. 
Among the more specialised shares, oil shares have lost some 
ground, while rubber and base-metal shares have been dull. 
Gold shares were relatively firm, owing to the new gold 
hoarding demand and the rise in the London price of gold. 


Overseas Trade,—The July trade returns show that both 
imports and exports continue to run substantially below those 
of the preceding year. At the same time, looking back over 
recent months, since April the downward trend of both curves 
has shown a tendency to flatten out. Neither imports nor 
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exports for J uly were substantially worse than the monthly 
average for the preceding quarter :— 


June, 1937 July, 1957 Tune, 1938 July, 1938 


£ millions 
Imports ... eds ses 88.2 85-5 16:5 15:9 
British Exports ... 44.4 41:5 á6-9 37°5 
Re-exports Tub 6-8 5-0 4.5 
Total Exports 51-5 54.3 1:9 42: 
Import Susplus . 36:7 31-2 34.6 31: 


- 


. Comparing the July returns for 1937 and 1938 it is clear 
that much of the year's contraction in the value of imports 
is due to price declines rather than to any shrinkage in volume. 
Thus retained imports of wheat, sugar, raw cotton, raw wool 
and rubber were greater in volume this year than last. On 
the other hand those of iron ore, flax, hemp and jute, petroleum, 
wood pulp, copper, and also iron and steel manufactures and 
machinery were less in volume this July than in 1937. Exports 
were less this year in volume in practically every category. 
The decline was most noticeable in exports of iron and steel, 
textiles, leather and paper. The import surplus for July, 
1938, was very little greater than that of the previous July. 


The returns for the first seven months of the past two 
years are summarised below :— 


Increase (+) 


Description J sa July, Jan.—July, or 
= 1938 Decrease ( —) 
£mn. | £mn, £ mn. 
Total Imports io ww 35 569-0 543-1 —125-9 
Retained Imports  ... s i 521-7 505°8 —15.9 
Raw Material Imports ms is 178-9 152°3 —26:6 
Manufactured Goods Imports — ... 153-5 140-0 —1$8:5 
Total Exports, British Goo E 298-9 270-6 —28- 35 
Coal Exports a 20-6 21-5 + 0:9 
Iron and Steel Exports ks oe 27°6 25°2 — 2:4 
Cotton Exports y 40-7 29-9 —10°8 
British Manufactured Goods Exports 232:6 212:5 —20°1 
Re-exports ... 4T: 3 57°3 —10-0 
. Total Exports T oe - 346-2 307-9 —38°3 
Visible Trade Balance ss we | ~~ 222-8 —9355-2 —12-4 





Total imports are £25:9 millions less than in 1937, but 
owing to the decline in re-exports, retained imports are only 
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Í15:9 millions lower. Exports of British goods have shrunk 
in value by £28:3 millions, so that the adverse trade balance 
to date is £.12:4 millions greater than in 1937. Coal exports 
for the seven months show a slight improvement upon last 
year, but exports of manufactured goods have fallen by £20: 1 
millions. Over half of this latter decrease is accounted for 


by the year's contraction in our shipments of cotton, yarn 
and cloth. 


Commodity Prices.—During the first four weeks of August 
there was a setback in the average level of British wholesale 
prices, the index falling from 1i22:3 to 119-9 (September, 
1931-100). The latest index, however, is still above the 
lowest figure for the year, which was 118:9 (in the middle of 
June) Also the main cause of the August reaction was a 
fall in food prices, notably in those of wheat, maize and 
potatoes. The decline in wheat is a reflection of the present 
increase 1n world supplies. As regards potatoes, prices had 
been inflated earlier in the summer both by seasonal influences 
and also by the drought. They have now returned to more 
normal levels, and one welcome consequence is a decline in 
the retail food price and cost-of-living indices. 


Wholesale prices of raw materials have been reasonably 
well maintained. Cotton is cheaper, as the first official forecast 
of the American crop was some 500,000 bales greater than 
had been expected. Wool prices remain firm. Non-ferrous 
metals have fallen a little in price, because of holiday inactivity 
and American uncertainties, but they are still higher than they 
were in June. Rubber is no cheaper than at the end of July, 
and substantially dearer than in the early summer. 


The general American wholesale price index number fell 
during the first four weeks of August from 118-3 to 116-6, 
The figure of 115-9 for the third week of August was the lowest 
for this year. The Economist's index number of American 
primary products prices fell from 128-6 to 124:7 during the 
month ended August 17th, but in this case the latest figure is 
still above the low point of 121°6 touched last June. The 
August decline in prices is no more than might have been 
expected in a holiday month attended by uncertainty regarding 
both the international political outlook and American autumn 
prospects. The relative firmness of certain important raw 
materials is encouraging, and the decline in British food prices 
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has had the — of arresting the upward trend of the 
cost of living. 


This last point is illustrated by the Ministry of Labour 
indices for August 2nd. The cost-of-living index for that 
date is 56 per cent. above its pre-war level. This represents 
a fall of three points since July 1st, and a rise of only one point 
since August ist, 1937. Looking back over the past five years 
the index rose by three points between August rst, 1933 and 


~ 


^ 1934; by one point during 1934-35; by three points during 


1935-36; by as much as nine points during 1936-37; and 
now by only one point during 1937-38. This very limited 
increase during the past year suggests that the downward 
trend of wholesale prices may shortly be reflected in a 
parallel movement in the cost of living. This may not be 
apparent during the next few months, as the autumn seasonal 
rise in the cost of living is now due, but the August index 
certainly suggests that the long-term rise in the cost of living, 
noticeable during recent years, is at last being arrested. 


Retail food prices fell during July from 46 to 41 per cent. 
above their pre-war level. The corresponding index of a 
year ago was 40 for August rst. During the year 1936-37 
the index rose from 29 to 40, or by 11 points. Here, again, 
the absence of any serious increase since a year ago suggests 
that the past year’s fall in wholesale food prices is beginning 
to influence retail food prices. The July rst index of 46 was 
abnormal, as it was due to the increase in certain food prices 
occasioned by the drought. 
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Home Reports 


The Industrial Situation 


Holiday stoppages in important industries and the absence 
from home of so many people always makes it difficult to 
assess the trend of business at this time of year. A seasonal 
recession in August always occurs, but its magnitude varies 
so much from one year to the next that it is never easy to tell 
exactly what 1s really happening. This year the task of assess- 
ment is rendered more difficult by the poSsibility that the 
United States may have reached a turning-point. In the 
economic field the real question is whether there will be an 
upward movement in the autumn sufficient to be described 
as a genuine recovery rather than as the normal seasonal 
revival, 

This fundamental question cannot be answered as yet. 
All that can be said is that the downward curve of the recession 
became flattened out as long ago as last May, and that during 
the summer months the rate of deterioration was very slow. 
There have, in fact, been intermittent signs of improvement, 
though nothing to justify the name of incipient recovery. 
Still, business has for some time now ceased to contract in 
the way in which it was shrinking during the seven months 
from October to April. 

Coming to more recent indications the Economist business 
activity index was no lower in July than in May. Later 
evidence suggests that apart from the holidays there has been 
no fresh deterioration in August, although for reasons already 
given stich evidence is subject to many reservations, Employ- 
ment in July was no worse than in May and rather better than 
in June. The coal trade is now passing through its quietest 
time of the year. July witnessed a further heavy decline in 
iron and steel production, but existing stocks are being 
absorbed. There are few reports of fresh enquiries, and indeed 
business may possibly be deterred for the present by the 
expectation of a reduction in prices next year. Engineer- 
ing is no worse than in July, but is dependent to a 
large extent upon rearmament orders. The motor industry 
has now reached the end of its year, and it remains to be seen 
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how. it fares when the forthcoming programmes take effect. 


‘Activity in the building trades is still maintained. The total 


value of plans passed during July was only 4:2 per cent. 
below that of last year. 

The cotton industry remains very depressed, and the 
August reaction in raw cotton prices cannot have been helpful. 
Wool prices, on the other hand, have maintained their recent 
firmness, and were 1t possible to eliminate holiday influences, 
business would probably be found to be a little better than in 
June. Trade in rayon is slow, but jute prices are a little 


. Steadier. There is no improvement in the linen trade. Taking 


a general view home consumption is no worse than at the 
beginning of the summer, and the July retail trade returns 
show an increase of.3:6 per cent, in value, compared with 
those of twelve months before. 


.. Among more general indications railway goods and coal 


traffic receipts remain disappointing, but electric power pro- 


` duction continues to increase. The chemical market has been 


quiet, but there has been a fair amount of business in industrial 
chemicals. Wholesale prices fell during early August, after 
their previous recovery, but the decline was mainly in food 


prices, and by the beginning of the month that had led to 


a welcorne decrease in the cost of living. Both imports of raw 
materials and exports of manufactured goods have shown little 
definite trend during the past three or four months. They 
are: substantially below last year's summer level, but are no 
worse than in the late spring. Also the year’s decline in 
the value of raw material imports is due to the fall in prices 
as well as. to a contraction in their volume, Shipping move-..- 
ments during the last few months have shown the same” 

indeterminate tendency, but July witnessed a further fall in 
shipping freights. 

Recent reports from the United States point to a more 
hopeful feeling, based upon the recovery in Wall Street since 
June and an improvement in steel production. It is im- 
possible to say yet that there has been a real recovery. Canada 
is even more hopeful. Apart from general trends, this year's 
large wheat harvest will solve many of the problems of the 
Western provinces. In South America maize prices are weak, 
but wool is fairly active, and Brazilian June and July coffee 
exports were good. There is no change in conditions in 


~ Australia and South Africa, but the decline in Australian 
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wool shipments does not seem to be causing over-much anxiety. 
Australia’s export surplus, however, is definitely lower than 
it was last year. 


The French textile trades are more active, and seem to be 
benefiting from last May's depreciation of the franc. The main 
fear 1s that these trades will be faced with demands for higher 
wages. There is no improvement in Belgium, but Holland 
notices that the downward trend of business is less rapid than 
it was earlier in the year. Reports from the Scandinavian 
countries are more hopeful, In Germany the August setback 
on the Berlin bourse does not seem to have affected 1ndustrial 
activity or employment. : 

The general impression left by the most recent news is 
that since the early summer the recession has been definitely 
checked. There has been no real improvement, but equally 
there has been no fresh deterioration. Whether this represents 
a real turning-point in the curve of world business, or whether 
it is just a pause in the decline, remains to be seen, and no 
one could safely hazard the answer to-day. A clearer picture 
should be available in about two months' time. 


Agriculture 


England and Wales.—According to an official report, 
corn crops have made good progress, but more sunshine was 
needed at the end of July to ripen the grain.  Harvesting 
started at the beginning of August, but was not then general. 
_ The yield of wheat is at present forecast at above the average 
- of the past ten years, but that of barley and oats is expected 
to be below average. The yield of early potatoes is light, but 
the main crop promises a good yield. The yield of turnips 
and swedes may be slightly below average, but mangolds 
should be an average crop. The yield of hops is expected to be 
below average. Haymaking has been protracted owing to the 
absence of sun during July. The yield per acre of both seeds 
and meadow hay is estimated to be below average. Cattle and 
sheep have made good progress, Milk yields, however, are 
difficult to maintain, and the use of concentrates is still 
necessary. 


Scotland.—Unsettled weather conditions during July laid 
the grain in many districts and has made: harvesting more 


ec 
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difficult; Operations are now general, however, and the crop 


prospects are considered satisfactory. Wheat is likely to be 


. slightly under the average, but both barley and oats promise 


well, although the area of the latter under cultivation is less 
than a year ago. Potatoes have made good progress, and the 
yield is expected to be somewhat above the average. Turnips 
have also done well in most districts. In the produce markets 
offerings of wheat have been small and the demand limited. 
Oats haye been in fair supply and on offer. Ample supplies 
of potatoes have been forward with prices tending to decline. 
The livestock markets have been steady generally. The demand 
at most of the lamb sales over the country has beet» animated. 


Coal 
Hull—tInland demand for industrial purposes has 





.. Slackened, while the domestic trade is still seasonably quiet. 
' Collieries are accumulating stocks, but prices are maintained. 


Enquiry for export is slightly more active, but new business is 


‘slow to mature, and shipments continue on a reduced scale. 


Hards are relatively firm, in consequence of restricted pro- 
duction, but nuts and smalls are in plentiful supply. 


-~ = Newcastle-upon-Tyne.— he market remains very quiet. 


All classes of Northumberland steam coals are offering freely 
at Committee prices, but sales are slow. Durham gas, coking 


.. and^ bunker coals are readily obtainable. Gas coke is in steady 
deniand. 

~- _.. Sheffield-—The lessened activity in the steel trade has 

eased. the demand for industrial fuels, and stocks are plentiful. 


The export coal market is quiet, but some improvement. is 
noticeable in enquiry for forward account. Coke is in good 
supply, and the demand weak. The household fuel market is 
quiet. 

Cardiff —There is no sign of any improvement in the South 
Wales coal trade. Buyers still show no disposition to anticipate 
future needs, and with a hand-to-mouth policy the tone 1s dull. 
Tenders for about 220,000 tons of coal for the Portuguese 
railways opened last week revealed that South Wales prices for 
large and sized coals were considerably higher than those 
of Continental competitors. 

Newport.—Foreign shipments of coal during’ July totalled 
154,000 tons, compared with 171,000 tons in June, and 
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210,000 tons a year ago. Dock shipments, foreign and coast- 
wise amounted to 203,000 tons, compared with 226,000 tons 
in June, and 270,000 tons in July, 1937. For the six months 
from January to June foreign shipments totalled 1,271,000 
tons, against 1,132,000 tons for the same period of 1937, and 
875,000 tons in 1936. 


Swansea.—The anthracite coal market continues to show 
some irregularity. Best and second qualities of large are 
moving steadily, and prices are stable. Third quality is scarce 
and prices tend to harden. Only for the very inferior qualities 
are supplies readily obtainable. Among broken coals the 
larger sizes of the best qualities are easy,e but the cheaper 
qualities are quite active, and prices are firmly maintained. 
The smaller sizes are moving very satisfactorily, and beans 
and peas are in particularly strong demand. The steam coal 
market shows no improvement. 


Scotland.—-The Scottish coal market is quiet. Landsale 
business has not expanded to any pronounced extent, but 
household qualities are in better demand in expectation of 
increased consumption. Demand for nuts for the purposes of 
public utility concerns has also improved. Steady deliveries 
are being found on coastwise shipping account for sized fuel. 
Business with foreign countries is still scarce, and only limited 
quantities are being bought in the export section of the market, 
Tonnage, however, is in improved supply at the leading ports, 
and increased quantities of screened coal and washed nuts 
are being despatched to foreign countries on contract account. 
In the East of Scotland steam coals are still plentiful with the 
exception of some of the better qualities. White nuts are 
generally firm and in some cases strong in tone. West of 
Scotland collieries are short of orders for most large coals but are 
in little need of business in nuts, most sizes of which are in 
fact rather scarce, especially in Ayrshire. Navigation coals 
are in good demand in all production areas, and very firmly 
quoted by the collieries. 


Iron and Steel 


Newport.—Quiet conditions prevail, particularly in the 
sheet and tinplate trades, but there is some confidence that the 
autumn months will show a definite improvement in demand, 
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Sheffield.—Practicallyp every section in steel production 
continues in a depressed condition, and in many cases the 
holidays have been extended. Contrary to expectations new 
business has failed to accumulate during the closure. Basic 
steel production is on a small scale, as compared with a year 
ago, and acid carbon and alloy steels remain depressed. Business 
in heat-resisting and stainless steels is slightly better, but there 
is still much room for improvement. The scrap section is 
extremely quiet. 


Tees-side.— Ihe outlook remains unchanged. Restriction 
of output has been continued without bringing production 
completely into line with consumption. There are now only 
rg blast furnaces in full operation on the North-East Coast, 
compared with 36 at'the beginning of the year, and further 
curtailment may be necessary. Holiday influences have 
combined with the general lack of demand to bring about 
exceedingly quiet conditions. Pig-iron stocks are not being 
liquidated at all rapidly, and many consumers of foundry 
iron have still on hand foreign stocks imported early this year, 
Consumption of East Coast hematite 1s small. Production 
of steel has fallen, mainly owing to lack of business 1n sheets 
and light rolled products. Shrinking shipyard requirements 
are aggravating the position, structural steel is in steady demand, 
and there has been a modest enquiry from abroad for rails. 
- Export trade generally is, however, very quiet. 


. Swansea.—The tinplate market showed a slight improve- 
: ement. during July, and the demand allowed the industry to. 
operate at 46-36 per cent. of capacity. The more rapid reduction - 
in stocks has created more optimism, and the market is looking — 
forward to better conditions during the autumn. l 


Glasgow.—The market remains very quiet, but makers of 
iron and steel are still confident that demand will expand during 
the autumn season. Specifications are scarce at the steel works, 
but in some cases a good deal of work has yet to be done on 
contract account, One of the principal causes of the dullness 
is the continued scarcity of new orders for merchant ships. 
Makers of sheets, tin-iron and re-rolled bars are also quiet. 
The demand for tubes on the other hand has expanded 
considerably. All qualities of pig-iron are quiet, especially 
steel-making sorts, and only nine furnaces are now in blast, 
compared with sixteen earlier in the year. | 
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Engineering | EE HE 
Bristol.— There has been a slight improvement during the 
month and the position generally is very satisfactory. The 
building trade is not so busy as a month ago, but several new 


schemes are to be put in hand in the near future, and an early 
general improvement is anticipated. 


Coventry.—With the approach of the Motor Show, it is 
expected that production under the new season’s programmes 
will now be accelerated, and the subsidiary trades should 
shortly feel the benefit. . Firms connected with rearmament 
and aircraft work are still receiving plenty of orders, and the 
factories are fully employed. A 


Manchester,—Trade is becoming slacker. Order books 
are difficult to replenish, and a quiet period is thought to be 
starting. g 

Leicester.—Conditions remain good in both the home and 
'export market. gras 


| Sheffield.—Genetral engineers are fairly well employed on 
contracts on hand, but new business is scatce, Many sections 
of the tool trade are less busy, and most firms have now worked 
off the accumulated orders, The hack-saw section is fairly 
busy, but the file trade is variable. Engineers' small tools and 
precision tools continue to meet with a steady demand. Exports 
show a decline compared with last year. 


. Wolverhampton.—Demand for electrical plant is fairly 
. good, and business in heavy engineering generally is satisfactory. 
Suppliers of commercial and passenger vehicles have godod> 
orders on hand, but the demand for accessories for the motor 
trade is still below normal. The building industry continues 
to-be satisfactory. 


Glasgow.— Though shipbuilders on the Clyde are still 
fairly well employed they are perturbed by the scarcity of new 
orders and the steady decline in the volume of mercantile 
tonnage on hand. A good many warships are, however, being 
built, and at some of the more important yards employment is 
practically on a normal scale. Shipbuilders who rely exclusively 
on the building of merchant ships to keep their yards going 
are.on the other hand somewhat anxious as regards the future. 
The marine.engineering establishments in the West of Scotland 
have a good deal of work on hand, . EE i 
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"Metal and Hardware Trades 

Sheffield.—The cutlery trade shows no improvement. 
Orders are on a small scale, and hand-to-mouth buying appears 


to be the order of the day. The sterling silver and E.P.N.S. 
' ware sections are moderately well employed. 


Wolverhampton.—A quiet tone still prevails, and output is 
less than a year ago. The dry battery and radio equipment 
trades show no improvement, and the hollow-ware section is 
very quiét. The edge tool trade remains slack, but production 
in the lock industry is fairly steady, without any signs of a 
marked improvement. 


+ 


Chemicals 


The home chemical market has been somewhat subdued. 
There has been a fair amount of business in industrial chemicals 
considering the time of year. Very little interest has been shown 
in coal tar products, and in the wood distillation industry 
business is limited and stocks are accumulating. The acetates 
have been particularly dull items. Pharmaceutical chemicals 
are normal for the time of year. Overseas trade during July 
showed a further decrease as compared with a year ago. Exports 
declined 1n value by £482,106, and imports by £72,334. 


.-Liverpool,—There are still no signs of a definite improve- 
‘ment in-demand, and during recent weeks business in cotton | 
bótight or sold on spot terms has been generally quiet. Prices. 
during the month have declined between 20 and 30 points, 
the closing price for October delivery at mid-August being 
4:60. The Bureau report of the United States Department of 
Agriculture, which was published on August 8th, caused some 
surprise, for the estimate for the coming crop of 11,988,000 
bales was about 500,000 bales greater than was generally 
anticipated. Weather conditions since the estimate was com- 
piled have, for the most part, been favourable and prospects 
now point to an even larger crop. A huge carry-over at the 
end of the season is therefore inevitable. Uncertainty regarding 
the policy of the American Agricultural Administration and of 
the exact terms and conditions of the loan against the new crop 
tended to curtail business. 


* ^ 
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Manchester.—lhere is no improvement to report in 
connection with trade in the cloth and yarn market. Orders 
are few and far between, and those obtained are small and of 
a hand-to-mouth character. The situation on the Continent 
and in China does not help matters, and until the outlook is 
more settled little or no hopes are entertained of an increase 
in business. 


Wool 


— Bradford -—Owing to the holiday season very little business 
has been done. Prices remain firm. 


Hawitk.—Better conditions are in evidence in the Border 
tweed trade. The home market has reacted favourably to the 
range of patterns shown for next spring, while some of the 
Continental countries, notably Scandinavia, are also showing 
more interest. The hosiery: trade is promising better for the 
autumn and winter trade, and some of the mills, pressed for 
early delivery, are working considerable overtime. Spinners 
and dyers are quieter than usual for the season. 


Other Textiles 


Dundee.—There is little interest in the jute trade. Yarns 
continue difficult to sell, and there are few sales of cloth. Prices 
are consequently nominal, but steady. Raw jute is somewhat 
dearer, and business is largely confined to old crop fibre. 


Dunfermline—Most of the orders in the Fifeshire linen 
trade are still of small dimensions, but prospects are a little 
better. Government requirements promise to make conditions 
busier in the heavy section. The position of the raw material 
has become a little irregular. Sellers are anxious for business, 
but spinners are still difficult to interest. 


Clothing, Leather and Boots 


Bristol.—Seasonal slackness continues to prevail in the 
ready-made and wholesale bespoke sections of the clothing trade, 
and there seems no immediate prospect of any improvement. 
Other sections remain satisfactory. In the boot and shoe 
industry a number of the workers who had been temporarily 
discharged have resumed full-time employment, but no 
appreciable improvement is expected until the autumn. 


* 
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Leicester.—Home trade in boots and shoes is still very 
quiet. Demand for summer footwear ended earlier than usual, 
but orders for the autumn are a little better. Autumn bookings 
in the hosiery trade are coming in fairly well, but are below 
their level of last year. 


_ Northampton.—Shoe manufacturers are quiet owing to the 
holidays, but the tone is confident, and an increasing demand is 
expected. Leather prices are steady. 


'  Walsall.—Trade is generally quiet, but there is a slight 
improvement in the tanning industry. 


Shipping : 


Bristol,—Arrivals of vessels and imports were very good 
during July. Imports of timber were slightly below average, 
but those of other commodities were generally well maintained. 
The'stocks in the Authority’s warehouses are increasing. . -~ 

_Hull—Enquiry remains limited, with tonnage offering 
fairly freely. Rates for any business available are very low 
and uneconomical, is 
~ ^" Liverpool.—Outward coal freights have maintained a 
quiet tone, with little change in rates. Homewards from the 
River Plate has been dull, but there has been moderate grain 
chartering from North America. 


.:.  JNewcastle - upon - Tyne.—Chartering continues to move 
- slowly. Rates are maintained at recent levels, 


<= (Southampton.—Another very successful South African 
. "citrus fruit season is being experienced at the Docks this year, -. 
and it seems likely that the record traffic dealt with last year 
will be substantially exceeded. Up to the end of July, 995,868 © 
packages of oranges, grapefruit, etc, had been discharged, ` 
compared with 924,131 packages during the corresponding 
period of 1937—an increase of nearly 8 per cent. The shipping 
traffic at the Docks during the two-day period, September 2nd 
and 3rd, was exceptionally heavy, largely owing to the West- 
bound movement of passengers to the U.S.A. and Canada. 
Over 450,000 gross tons of shipping used the Port on these 
two days, and rg ocean liners were dealt with. There were 
7 sailings for New York alone. l 


Cardiff.—lhe outward freight market is, dull for all 
_ directions, : ! i-o 
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Newport.—Export orders for coal and steel have been few, 
and freights have remained at a very depressed level. There 
is little immediate prospect of improvement. 


Swansea.—Demand for tonnage has been extremely slow 
for all directions. No business offers for the Mediterranean, 
and the Coasting market has been very quiet and weak. Tonnage 
is offering plentifully and owners are experiencing considerable 
difficulty in placing it. . : 

East of Scotland.— There were about twenty vessels on 
loading turn at the Forth coaling ports at mid-August. The 
freight merket continues quiet with very little enquiry in any 
direction. ° 

Glasgow.— The demand for boats for employment as coal 
carriers is still very restricted, and shows no signs of expanding, 
Shippers are chiefly interested in the Baltic Section, in which a 
moderate number of orders are quoting. The rates for Finnish 
and Danish ports, which are commanding most attention, are 
steady. No business is offering for the Bay, the Mediterranean, 
the near Continent, or the home coasting trade, and rates are 
merely nominal. 


Foodstuffs 


Liverpool, grain.—lhe wheat market has been inactive 
and prices have declined since the early part of August. Millers 
have confined themselves to covering their immediate require- 
ments and there has been no improvement in the forward 
demand. Crop reports from the Northern Hemisphere have 
been mostly favourable and in the United States the harvesting 
of the spring wheat crop is almost completed. Cutting has 
also started 1n Manitoba, and although estimates differ widely 
it is evident that Canada will have a relatively large harvest, 
the prospective crop being the largest since the 1932~33 
season. Optimistic reports have come from the importing 
countries of Europe, higher yields being anticipated in most 
cases. In the Southern Hemisphere Australian growers are 
concerned at the lack of sub-soil moisture, but news from the 
Argentine has been very favourable. One source estimates 
importing countries’ requirements for the coming year as 
684 million,quarters, and to meet this demand there is an 
estimated world surplus of 109 million quarters. Maize prices 
closed a shilling down on the month, at 5s, rod. per cental, 
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Maize has been meeting competition from other feeders; in 
"particular from imported barley, which at the moment is 
probably the cheapest feeder on the market. 


Liverpool, provisions,— Ihe market in Continental bacon 
is quiet, with prices easier. American hams have met with 
a fairly steady market, at slightly lower prices. There is 
still a very good demand for canned meats at firm prices, but 
the spot demand for canned fruits is moderate, with the new 
pack being offered at below the current prices. The demand 
for Empire makes of butter has been quiet, and prices have 
been slightly easier, while the market for Continental types 
remains steady. «The demand for lard continues to be very 
moderate, with little change in prices, There is a good demand 
for cheese at firmer prices. 


Fishing . 
| Brixham.—Home trawlers using the port are unable to 
supply local demand, and Belgian trawlers are taking the 
. opportunity to land their catches. Prices of all classes of wet 
fish are-firm on good seasonable demand. 


Pa : Hull. —Landings during July showed a further increase in 
value, and amounted to 417,386 cwt. of a total value of £276,284. 

^ *With all. boats fishing around Iceland during the last month of 

- the Bear Island embargo, supplies of the usual fish were scarce 

and dear. The gap was bridged by the boats bringing. good 
quantities of lesser known kinds of fish. There was a distinct 
shortage of flat fish throughout the month. The beginning of 
August saw the renewal of landings from Bear Island and the 
White Sea, and brought down prices to more reasonable levels. 


Penzance,—Catchings were not quite so good during July 
owing to the most unseasonable weather. The larger boats 
who have been able to get to sea have, however, done fairly 
well. Rays have been cheaper at £2 ros. to £5 per kit, and 
skate have made from £6 to £4 per score. 


Scotland,—Fishing results have been somewhat irregular. 
Stormy weather and fog interfered with operations to some 
extent. The quality of herrings has sometimes been poor, 
and on several occasions with heavy landings and a limited 
demand, ports had to be closed. At the principal'Moray Firth 
ports catches to date were ahead of last year by the middle of 
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August, but the season was then practically over. There 
has been some activity at West Coast ports. Restricted landings 
at the white line fishing have met a good demand. 


Other Industries 


Carpet-making.—Kidderminster reports that the carpet 
trade is definitely improving. Wools advanced by ro to 15 
per cent, at the last East India sales at Liverpool, and there has 
been some discussion as to whether the present price of carpets 
is too low. On the other hand some people incline to the 
" opinion that the increased sales are largely due to the reduction 
in prices on June 29th. Carpet imports during 1938 have 
been much less heavy than in 1937, Belgian goods alone being 
about half a million. square yards less for the first seven 
. months of this year than for the corresponding period of 1937. 


-^. Paper-making and Printing.—Bristol reports satisfactory 
employment in all branches. 


At Edinburgh there isa rather better feeling in the paper- 
making industry. Stocks accumulated by merchants during 
the " panic" buying in the Spring have been now sub- 
stantially worked off, and some fair orders are beginning to 
come in again, although most of the mills are still on short - 
time; The printing trade is exceptionally active chiefly on book 
work from London in connection with the Autumn publishing 
season. The commercial side is not so busy at present owing to 
the holidays, but there is practically no unemployment in the 
industry at present. 


Timber.—Hull reports that the past month has seen a 
little increase in activity and purchasing, particularly of Russian 
timber. There is still, however, a lack of confidence owing to 
the fact that the present trading is merely hand-to-mouth 
purchasing, much of which should have been done in the 
earlier months of the year, but was deferred until the goods 
were definitely required. It is also only for special sizes which 
are in normal years very easy to sell, and even so, prices are so 
low as to represent little or no profit on replacement values, 
apart from traders' overheads. Prices have apparently not 
yet quite-reached the bottom, and until they do so there can be 
no resumption of normal trading. : 
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Overseas Reports 
Australia 
From the National Bank of Australasia Limited 


— 


The seasonal recession is proceeding normally in most 
trades, but industrial activities, construction works, general 
employmént, and bank clearings show an improvement on 
twelve months ago. Motor vehicle sales have declined sharply. 
Price movements are irregular, export prices having receded, 
while internal prices have advanced, Seasonal prospects 
generally are fair, and for dairy produce the outlook is good. . 
A later cable says that useful rain fell in August, but further 
-rain is still needed in some areas. Conditions in the wheat 
belt are. favourable and the general pastoral outlook is 
., ‘Satisfactory. 


md 


aaa 
From the Imperial Bank of Canada 


. With Western Canada harvesting the best crop since 

: 1932, and with the promise of a good harvest throughout the 
whole Dominion, the prospects are that general business will 
_be sustained at a more satisfactory level than during the latter 
months of 1937. A number of factors which give assurance 
of substantial improvement include more stabilised labour 
‘telations, important orders for munitions by the British Govern- 


ment, easy credit, rising commodity markets and prospects of.: 


larger exports. here is also a further increase in gold pro- 
duction, and indications that the bottom of the recession has 
been passed in the United States. A rising stock market 
indicates.a renewal of confidence. 

Although there is uncertainty as to the world price for 
wheat, the Western harvest should be profitable to farmers, 
thereby permitting liquidation of debts, increasing purchasing 
power and disposing of the relief problem in most of the areas 

^. which have been affected by drought. It should also prove ` 
a deterrent to the spread of unorthodox financial and economic 
theories. Already there has been a marked improvement in 
forward orders for merchandise and in the ae of lo: cand 
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machinery and supplies. The crop, too, is of such volume 
as to materially improve the business of the transportation 
companies, elevator companies and other concerns having to 
do with the handling and marketing of the grain. 


The recent recession has been ascribed to over-production 
and over-stocking of materials in the face of anticipated labour 
troubles and rising prices. Now manufacturers and dealers 
are being advised to replenish stocks with the prospect that 
the rise 11 commodity markets will be sustained. 


Bank deposits continue at a high level, with interest rates 
easy and high-grade bonds firm at high prices. 


"India 


Bombay.—Rainfall has been strong in the United Provinces, 
Behar and Orissa, where considerable damage to the cotton 


+ 





crop has been caused by floods. In Sind, Gujerat and the`. 


Central Provinces the crop continues to make satisfactory 
progress. The Bombay cotton market weakened on the 
publication, on August 8th, of the first official forecast of the 
American cotton crop. The piece-goods market remains 
depressed, and merchants are carrying large stocks of British 
goods. Clearances of local goods have been steady. The 
chief cause of the weakness is the large volume of business 
now being negotiated by Japan at low prices. The yarn 
market has been quiet and easier. 


 Calcutta.—The raw jute market has continued firm, but 
sellers have been trading cautiously on news of excessive 
. rainfall in the growing districts. Baled jute is still dull. Export 
" business in hessians is at a standstill and the market is mainly 
speculative. Rumours of progress towards a Mill Agreement 
were an incentive to business, but local stocks have increased. 
Heavy goods have followed hessians. An. advance in the 
shellac market was followed by a profit-taking decline, but the 
. market has since improved. Foreign business has been 
spasmodic. Approximately 67,500 packages of tea have been 
offered with export rights at the last four sales. Quality is 
average. Demand has been good and prices are better, The 
improvement in hides has continued, and stocks are not 
increasing. "The prices of goatskins have also advanced, but 
opinions differ as to the permanence of the improvement, 
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Burma . 2 

Rangoon.—Rice quotations show a slight improvement 
in sympathy with the prevailing strength of paddy. There 
is still a belief that sooner or later some demand from China 
will develop, and Indian consumption is also expected to 
expand. Conditions in the jungle are returning to normal 
after the recent riots. European demand for timber has 
been quiet, owing to the holidays. Prices for the better 
specifications are maintained. In the Indian section there 
has lately been à little more business with Calcutta. 

In the hardware trade the bazaar was completely dis- 
organised by the disturbances at the beginning of August 
and only reopened fully on August 8th. Dealers continue 
to receive reports of losses incurred by their clients. .Since 
the trouble began very little money has been received against 

. jungle outstandings, and dealers fear that it will not be easy to 

collect the considerable amount now due to them. This makes 

‘them reluctant to give further credit until they receive more 

authoritative information as to the extent of the damage up- 

. country, Apart from this business is at a standstill and it is 

expected that it will take two or three months for normal 
conditions to be restored. 


Eire 
Weather conditions during July were not favourable to 
"agriculture generally, the rainfall being the highest recorded 
-: ` for many years, while the temperature was well below normal. 
Haymaking was inevitably retarded and the proportion of 
the crop saved was below normal, Owing to the difficulty 
of saving first and second crops the quality frequently suffered : 
and the yields were variable. The wheat crop promises to 
. be the best for many years past. Work on the thinning and 
. :.'weeding of root crops was impeded by the weather conditions, 
. : and yields will be below normal. 
^ Jn the cattle trade a steady turnover was maintained at 
slightly reduced prices for most classes of stock. Supplies 
of sheep and lambs were more than sufficient for the limited 
. demand and prices tended easier. All livestock is reported 
to be in good health and condition. - 
* ‘The report, long awaited, of the Commission of Enquiry 
into Banking, Currency and Credit in the twenty-six counties 
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of Eire has been issued, In the main the Commission's findings 
show that there is no need for radical reform. 


France 


From Lloyds & National Provincial Foreign Bank Limited 
The latest trade returns are summarised below :— 


First Seven First Seven ° 

Months, 1937 Months, 1938 Difference 
Frs. mill, Frs, mill. Frs. mill. 

Imports— á 
Foodstuffs ..  ..  . 5,888 7,104 + 1,216 
Raw*Matetials — ...  ... 13,985 15,627 + 1,692 
Manufactured Articles... 3,686 4,044 + 358 
23,509 26,775 -+ 3,266 

Exports— 

Foodstuffs ... 1,811 2,205 + 394 
^ Raw Materials ius 4,549 5,238 + 689 
_ Manufactured Articles 6,540 8,823 -+- 2,285 
12,900 16,266 + 3,366 














Compared with last year the franc value of imports has 
increased by 13:9 per cent. and that of exports by 26-1 
per cent. There is an appreciable increase in exports of 
manufactured articles. 

The number of registered unemployed on August 13th 
was 340,674, compared with 310,592 at the same time last 

eat. ` 

" "Railway receipts from the beginning of the year to 
August 5th amounted to Frs.8,455 millions—an increase of 
Frs.1,7604 millions, or 26:36 per cent. compared with the 
safe period last year. It must be remembered that rates 
were increased in July, 1937, and again in January this year 
by approximately 45 per cent. 

The official cost-of-living index figure for July shows a 
decrease of 8 points or r:15 per cent. compared with the 
figure for the previous two months. 


Retail Prices of 34 Household requisites, 


(1914 = 100) 
1936 May ... 4n iis 459 
2 1937 July... oe xm 600 
ue 1938 June ... dus siti 698 


1938 July  ... E eve 690 


^c 
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Compared with July, 1937, the increase is 15 per cent., 


_and' with. May, 1936—the date immediately prior to: the 


introduction of the new social laws—it is 50°3 per cent. 

^^. The Paris Bourse has been inactive and undecided, strongly : 
influenced by fears of the international situation and the rush 
to buy ‘gold. In these conditions prices have fluctuated 
moderately. 

Le Havre.—Business in the coffee futures market has 
continued active, with a rising tendency due to increased 
prices demanded by Central and South American exporters. 
Demand from the interior remains steady. Stockg at Havre 


.. are’ 637,000 bags. 

"CI C ‘The first American Bureau Report of the Season forecasts 
a cotton crop of 11,988,000 bales, which 1s roughly 7,000,000 
_bales less than last season's crop. Owing principally to the 
: holiday season there has not been much activity in the Havre 
?futures market. Prices have fluctuated within narrow limits, 


^ 


^at the‘ moment brighter. The possibility of a wage increase 


Stocks at Havre show little change at 248,000 bales. 
"ille.— The situation in the cotton textile industry is 


has’ reappeared, however, and this, together with the high 
prices -ruling and the consequent reluctance of buyers to place 
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orders, causes grave apprehension among firms not engaged 


on government contracts. | 
-The linen trade is virtually unchanged. The market is 


"dull and stocks insufficient. Economic conditions favour the 


use -of cotton yarn and anxiety prevails among spinners, 
Perplexity continues over the ultimate intentions of the Soviets. 


Roubaix.—The paid holidays were taken during the first 
fortnight in August. All the local mills and many offices 
were closed, and business was almost at a standstill. Sub- 
sequently the better machinery activity has been well main- 
tained. Owing to the arrival of heavy weights of wool, combers 
are rünning two shifts and have sufficient raw material on 
hand to keep them busy until the end of October. Conditions 
in the spinning section continue to improve, thanks largely 
to export orders. Piece goods manufacturers report well-filled 
order ‘books, especially for men’s wear. Demand for tops 


is fairly brisk both for home and export accougt. Enquiries 


- for noils. continue satisfactory, and stocks show no increase 
‘in spite of the present high combing output. Quotations 
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for tops on the local terminal market have become slightly 
firmer, this being due to the weakness of the franc. It.is 
feared that the all-round improvement may be impaired by 
-yet another demand for higher wages on the ground of a further 
` rise in the cost of living. As production costs are already 
considered to be too high, the demand will certainly ‘meet 
with much resistance from the mill owners. e Y 


Belgium E 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Business continues on a very reduced scale. 
This is due partly to the holiday period when many industries 
close down their factories, but even more to the prevailing 
political uncertainty. There have been heavy fluctuations in the 
price of cereals, whereas the tendency for wool has remained 
firmer. Money remains fairly easy. ee vat 
-  Brussels——Following the slight improvement ^ which. 
. occurred in July business in iron and steel has again become: 
quiet. Consumers’ stocks are very low, but orders are being 
withheld in anticipation of a further fall in prices. To meet. 
the increasing competition from American sources Cartel 
prices have been reduced, but so far without effect. - It: is’. 
expected that new conversations will begin shortly between ~ 
the Entente Internationale de l'Acier and the American ` 
firms outside the “ entente " with a view to obtaining their. 
collaboration. n 

"Ihe demand for domestic qualities of coal remains of 
‘small importance, except for small size anthracite, for which 
delays amount to 6 to 8 weeks. Business in industrial fuel is 
limited to current needs, which show a tendency to become 
-moré and more reduced. 


Germany . 


Unemployment now stands at what is described as its 
minimum level, and even in Austria there has recently been 
a considerable improvement, On the other hand medium-term 
money has become less easy, while there has also been the heavy 
August declines in share prices—though this last is not expected 
to affect employment. The decline in share prices is partly 
ascribed to such factors as the exclusion of the Jews from the 
Stock Exchange and many other lines of business, and. also to. 
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the prevailing tension in international politics, but it is believed 
that industrial incomes have now reached and passed their 
peaks. -The recent increase in corporation income tax from 30. 
to 40 per cent., compared with 20 per cent. only a short time 
ago, 1S a serious factor, as this tax applies to all profits, whether 
or not distributed. Also distributed profits, such as dividends, 
are subject to the personal 1ncome tax, which for the largest in- 
comes is as much as 50 per cent. Again the method of financing 
goverriment expenditure by the issue of special bills has been 
discontinued, and delays in payment are forcing industrial 
firms to rely more upon their own liquid resources or upon 
bank credit. All this explains the loss of liquidity by the 
capital market, afd it is noticeable that the Reich Consolidation 
Loan, which was to have been issued in August, has been 
postponed. At the same time the recent difficulties of the 
capital market should not be exaggerated. s 


Holland ZU d 
< The deterioration in general business conditions has. 
recently become a little less marked, while the July unemploy- 
ment returns also appeared a little more encouraging. Between 
June and July this year unemployment fell from 311,000 to 
301,600, whereas last year there was an increase from 310,600. 
to 312,800. The better trend of this year's returns has occurred 
in spite of some falling off in employment in the artificial 
silk and textile trades, but it may be due to the lengthening of 
. the period of military service which came into operation 
this year. Que gb e n 
- The latest available foreign trade returns are summarised 
elow :— 


Imports Exports Percentage of Imports 
In Mlillions of Guilders covered by Exports 

š 1937 1938 1937 1938 1937 1938 
' January ... . 106 119 73 82 68-9 68-9 
. February... 105 118 79 82 75°2 69.5 
March ... 125 120 94 90 15:4 75-0 
April .. 142 115 101 8l 71:1 70:4 
May ,. 128 110 90 83 70°3 75-8 
June — .. 140 119 95 81 67-8 67-9 
July — .. 126 120 102 78 69-7 64-9 
872 821 634 576 72°7 70°2 


‘Last July’s increase in imports is due to larger purchases 
of raw materials. 
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. _ The course of prices in Holland has so far been little 
influenced by the firmer tendency in the international 
commodity markets. The general index number of wholesale 
` prices fell slightly during July :— A" 

INDEX NUMBERS OF WHOLESALE PRICES (1926/30— 100) 


Raw Manufactured General 
Foodstuffs Materials Products Index Number 


1936 September cr 65-8 48:4 66:1 62:6 
1937 Average  ... $a 75-8 69:3 78:8 76-2 
1938 January... 2 79-0 61-8 78-1 15:2 
March ... T 75:4 59-3 TT-0 73:2 
June —- iyi 74-9 56-0 15. 6* 71-6 
july ias js 13471 56-3 15:4 71:3 


Movements of shipping show a continuetl rise. During 
the first seven months of 1938 9,572 vessels, aggregating 
15,695,300 tons, entered the port of Rotterdam, compared 
with. 9,029 vessels totalling 15,437,000 tons during the corre- 
sponding period of last year. The returns for Amsterdam 
were 1,999 vessels and 4,513,000 tons, compared with-1,845 
- vessels and 4,232,000 tons. 

- The Government has decided to raise entirely the embargo 
on gold, after having already relaxed the restrictions some 
months ago. 

On the foreign exchange market dollars have -been in 
demand, with the result that the guilder dropped to the lowest 
level since November, 1936. Sterling was held at a rate of 
about Fl.8:95 to the pound. The Stock Exchange has been 
quiet and the tendency firm. Money rates have remained 
practically unchanged, the weaker tendency of the guilder 
having had no influence on the market. The market for new 
issues has been somewhat more active in connection with 
domestic loan issues. 


Norway 
The latest foreign trade returns are summarised below :— 
Seven Seven 
July, June, July, months, months, 
1937 1938 1938 1937 1938 
(Kr. Mill.) (Kr. Mill.) (Kr. Mill.) (Kr. Mill.) (Kr. Mill.) 
Imports... w» 105-0 90-8 87-7 753-3 682-5 
Exports...  .. 67:1 56-5 49-9 449-3 417-9 
Import Surplus  *.. 37-9 34. 3 37-8 304-0 264-6 


d——————X smn IM ALN eT 
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< _ ` Imports of colonial produce and oils and fats are higher, 
but those of coal and metals have fallen. There has been a 
big drop in exports of paper and pulp. 


e 
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.. The wholesale price index fell during the monst ended 
August. 15th from 154 to 152 (1913— 100). The cost-of-living 
index number as at July 15th, 1938, advanced one point from 
the preceding month from 172 to 173. (Basis: July, 
1914=100), The number of unemployed persons seeking 
employment, recorded on the registers of the official. employ- 
ment exchanges, in excess of vacant positions amounted to 
20,144 in July; against 22,938 in June, 1938. These figures 
. compare with 18,572 in July and 22,028 in June, 1937. 

:, - Particulars of the index of industrial production are given 


(LV düfthe following table :— 


Home Market Export Total of 
S o Industries Industries Industries . i 
` Year May June May June May June’ |. 
.1936 n 113 110 106 112 110 "Ill : 
1937  ... 127 129 112 125 122 "328 ` 
. + 4938 127 136 107 115 120 128 ; 


For the first half year of 1938 the index number is 123:0' 
as against I21:2 during the same period of 1937, or an 
increase of 1:5 per cent. The base-year for the index is 1935. 

At the beginning of August 98 Norwegian ships amounting 
to 515,957 tons d.w. were laid up, against 111 ships of 520,915 
tons:d.w. a fortnight earlier. Of the idle ships, 31 representing 
some 313,600 tons d.w. were tankers. 


% 


: Sweden 


The timber market shows signs of an approaching change 
for the better. The Russian influence has become weaker, 
. .aS it is now possible to estimate the total quantity that may 
be exported to England from Russia this year. This will be 
about 350,000 standards. The Russian sale of whitewood on 
the Dutch market is said to have reached a figure of 100,000 
standards, but prices have not further deteriorated. The 
prospects of Swedish business in whitewood have improved 
:. considerably of late. 

-© During the last three weeks a fairly keen interest has been 
shown in the wood pulp market, especially as regards sulphite, 
both ^bleached and unbleached. In most cases the buyers 

‘have been coverting their old contracts in connection with the 
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purchase of new quantities for 1939. The very few really new 
transactions that have been concluded in sulphate have, 
without exception, been linked to a conversion of old contracts. 
The maket in mechanical pulp has been quiet but buyers 
have begun to be interested. 

In spite of the dead season the iron market has been 
Satisfactory, with brisk business and stable prices. The 
ironworks have had slightly more to do than they had before, 
midsummer. Competition with the foreign cartel has become 
more keen, especially as regards bar iron. The Swedish iron 
works still find a ready market for their quality iron, and the 
so-called cartel-tubes have been even more in demand 
hitherto, This is primarily due to the increased activity 
in the building trade, and this is only a seasonal movement. 


Denmark 


While the total wholesale price index in July as compared 
with June was unchanged at rrr, the relation between the 
indices for goods imported and goods exported has again 
improved in favour of Denmark, the import index having 
remained unchanged at 113 and the export index having risen 
from 108 to 112. Between the two indices there is now only 
a difference of r point, which compares with one of 26 points 
a year ago, when the import index was 134 and the export 
index only ro8. 

The organisations of wholesale dealers has asked its 
members to state cases where their wishes with regard to 
imports were not met by the issue of import licences for the 
second half of 1938. The result of this enquiry has showed 
that importers claim to be in need of goods to an import value 
of Kr.60 millions, including Kr.29 millions from Germany and 
Kr.ir millions from the United Kingdom. In partial fulfil- 
ment of these wishes supplementary licences for imports of a 
number of goods from Germany and England amounting to 
about Kr.8 millions have been issued. Denmark’s foreign 
exchange reserves are improving from week to week, and now 
amounting to Kr.ro3:7 millions against Kr.94:3 millions a 
month ago. The improvement in the foreign exchange 
market has led to rumours of an imminent reduction of the 
Bank rate. Consequently gilt-edged bonds have been subject 
to an all-round rise, amounting on an average to about one 
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point during the past month. The share market has been 
. dull, and on balance most shares have fallen. MED 
The grain harvest has taken place under excellent weather. 
conditions and the yield in most parts of the country^is above 
the average. Owing to lack of rain, however, the estimates 
fora good crop of roots, potatoes and beets are less optimistic 
than previously, and grazing is very unsatisfactory. 
. - At the end of July the unemployment percentage was’. 
I7:2—cerresponding to 77,911 men—compared with 15:23 
per cent. a year before. Unemployment is highest in the 
building trade, where it amounts to 22:7 per cent. in the 
capital and 16:3 per cent. in the provincial towns; compared 
with 13: 1 and 12:1 per cent. respectively a year ago. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


The Swiss economic situation has so far successfully 
resisted the general downward trend, but a certain recession . 
was noticed 1n the home market position, 1n spite of a revival 
of building activity, military rearmament and work connected 
with the Swiss National Exhibition of 1939 to be held in 
Zurich. There is a continuance of the depression in the 
textile industry, and in export business in chemical and 
pharmaceutical products, and there is a decline in the watch- 
making industry. On the other hand the machinery industry - 
has further improved. Owing to the measures taken by the 
Government for the creation of work the number of unem- 
ployed fell from 50,830 in June, 1937, to 48,650 in June, 1938. 
Reports from holiday resorts are not quite as favourable as 
last year. The Federal Railway receipts for July, moreover, 
show a drop of Frs.2,431,000 from the returns for July, 1937. 
The money market is extremely liquid, and the gilt-edged market 
has ‘remained firm. Gold reserves of the National Bank have 
increased to Frs.2,826 millions. 


Morocco 


From the Bank of British West Africa Limited 


The embargo on the export of the chief grain crops in the 
French zone of Morocco, which has not yet been raised, has 
restricted the turnover. Special authority, however, was given 
' for the export of 200,000 quintals of malting barley and to a 
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similar quantity of barley for other purposes, and also for the 
export of a certain quantity of high-grade wheat. Exports 
of other produce have proceeded normally, with seasonal 
shipme?Xs of almonds, canary seed, sardines and also eggs 
to Great Britain, which used formerly to be a good market 
for Moroccan eggs. In imports, conditions showed some 
general improvement over the previous month, although the 
demand was still below normal. 

A new Commercial Treaty has now been signed with 
Morocco which, when ratified, will replace, as regards the 
French zone, the Commercial Convention of 1856. Under 
the new -Treaty the British Government consent to the 
assumption by the Protectorate authorities of customs tariff 
autonomy. The new Treaty fixes the duties on a large 
proportion of British exports to Morocco at rates varying 
from the existing basic rate of 10 per cent. ad valorem up 
to IS per cent. ad valorem, exclusive of the special surtax 
of 24 per cent. ad valorem authorised under the Act of 
Algeciras in 1906. In return the duties on the chief Moroccan 
exports to this country are.conventionalised at the existing 
levels, and in a few cases are reduced. 


The United States 


Business is still under the influence of the holidays, and 
it remains to be seen whether there is any real recovery in 
the autumn. Nevertheless, there is a feeling that the turning- 
point may have been reached last June, and that the country 
is now entering upon an upward turn in its business curve. 
Security prices are higher than they were two months ago, 
and while August witnessed a fresh set-back in commodity 
prices, the leading primary products are still higher in price 
than they were in June. There are also one or two signs of 
greater industrial activity. Thus steel production, which fell 
to 26 per cent. of capacity in early June, has now improved 
to just over 40 per cent, or to the highest figure since last 
November. Some of the new steel, however, may be going 
into stocks. The seasonal increase in automobile production 
is taking place, and at least one hopeful view has been expressed. 
Car-loadings for the week ended August 13th represented, 
with the excéption of the week ended July 16th, the highest 
number of the year. . Electric power production and the output 
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of crude oil both increased during early August. The im- 
provement admittedly is limited, and there is still much. 
. .lee-way to be made up. Also it is always difficult to 2E 
trends correctly during the holiday period. Wifh these 
essential reservations, however, it is possib.e to say that in 
some respects conditions are already better than they were 


in the early summer. 


. South America 
, From the Bank of London and South America Limited 
"^ "Argentina, —Sowing for wheat, linseed and oats is complete 
in the North and Centre, and continues actively in ‘the South. 
- Plants are developing in excellent condition. Maize picking is 
now finished, and ploughing for the next harvest 1s in progress. 
Camps are in good condition, but rain is needed in the West. - 
The grain market has been weak, but despite this fall Argentine 
wheat prices are still higher than those in Europe. The wool- 
market became quieter in early August after its previous . 
activity. Exports for the first seven months of this year are 
returned at only 820 million pesos, whereas in 1937 they were 
1,565 million pesos. Shipments of grain and linseed were 64.0 
- per cent. less in value than last year. 
Brazil.—The trade returns for the first quarter of this 
year show the following changes :— 


Imports Exports 
(£ (gold) thousands) 
1937 1938 1937 1938 
United States — ... — ... 1,761 2,418 4,249 3,158 
Germany  ... T .. 2,1179 2,405 1,340 1,159. - 
Great Britain e... — 1,050 988 831 683 
Argentina ... 2s w 35314 1,461 343 398 


On the import side, purchases from Great Britain have 
declined since a year ago, but those from the United States 
. and Germany are higher. Exports are lower except for those 
' to Argentina, 
- A new regu‘ation lays down that a deposit in milreis 
must now be made with the Banco do Brasil against all imports 
for which no bil of exchange has been drawn and for which 
:daily quotas of exchange are granted. The amount deposited 
will be the equivalent of the exchange required converted at 
a rate previously fixed by the authorities. Future applications 
for exchange will be dealt with in chronological order from 
-the date of the relative deposit. 
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The following exchange rates were quoted on August 17th : 
U.S. Dollars Sterling German Aski 


Buying Qates for sight export Marks . 
bills .-. "X as «+  Rs.17$300 Rs.845410 Rs.5 $600 
Provincial Deposit Rates* — ...  Rs.18$300 Rs,89$370 Rs.6$210 


selling Rates for sight re- 
mittances against import 
bilist ... — .. a a  Rsl7$700 Rs.86$470 Rs.5$980 
* Including tax of 3 per cent. payable by the purchaser, 
1 Excluding tax of 3 per cent. i 

A comparison of the export rates for sterling and aski 
marks shows that the latter are valued at the equivalent of 
just over Rm.15 to the pound. 

July coffee shipments show that Brazil eis continuing to 
recover her former position in the world markets. Business 
in coffee was also active during August ánd prices are higher. 
There are fears of a temporary shortage of certain qualities, 
and it is thought that the Brazilian authorities will not proceed 
to the immediate incineration of the “new crop” coffee 
delivered to them under the sacrifice quotas, but will hold it 
against emergencies. 


Uruguay.—Expott trade remains slow. The Government 
estimates that foreign exchange emanating from exports this 
year will be 93-4 million pesos, of which 78:2 millions would 
pass through the controlled market and 15-2 millions through 
the free markets. Government disbursements will require 
16:1 millions, so that 77:3 millions will be available to cover 
the year's imports. All import permits are being revised on 
the basis of these estimates, except those for which the relative 
exchange has already been contracted. This means that import 
permits are for the moment being held back, and one con- 
sequence is that the free peso rate has become slightly firmer. 


Japan 

The intensification of the regulations concerning the 
consumption of goods has forced many industrialists drastically 
to curtail operations, The resulting unemployment presents 
a serious problem. The upward price movement has been 
arrested by price fixing measures. In many commodity 
markets the undertone is steady. Silk and rice prices have 
risen, following unfavourable crop reports. Foreign trade is 
still at a low level. Exports show only a moderate seasonal 
recovery. The stock market remains dull and quiet. 
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Other Silver 
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Circulation Debt muri m S usd Coin Gold 

Lao -£mn. || £mn. £ mn, £ mn. £ mn. ; £ mn. 

End March, 1931 | 357-1 11:0 232-0 12-9 4:0 260-0 144-5 
" » 1932! 360-5 11:0 240-9 19.3 3:8 275-0 120-8 
— » 4934; 378-8 11-0 245.4 0-1 3°5 260-0 191-1 
" » d936, 406-5 11-0 246-5 1:5 1:0 260-0 200-6 
” » 1937 473°8 11-0 187-0 2-0 — 200-0 313°7 
"m » 1938} 485-4 11-0 188-2 0-8 — 200-0 3526-4 
August 17, 1938| 4836 | 11-0 | 188-5 | o5 | — | 200-0 | 326-4 
August 24, 1938; 478-7 11.0 188-3 0:7 — 200-0 326-4 

: i 
Banking Department 

Publi Banker’ | Oth Govt. |Discounts| Other P z 

Deposits | Deposits | Deposits || Sesur- |, and | Secur- | Reserve || "noy 

£ mn. £ mn. £ mn £ mn £ mn £ mn £ mn. %. 

End March, 1931 | 17-2 58-8 34:7 50:3 | 24-6 | 25-7 | 48:3 43-6 
j » 1932) 27-2 54-6 41.4 35:7 | 11:7 | 51-1 | 35-9 ó0-9 
” » 1934} 17-5 94.5 346-9 77-1 5-6 |: 11-0 | 73:4 49:2 
» » 14936] I8:0 85-6 37-0 80-53 5-0 | 16-7 | 54-9 39-6 
m » 1937} 52-2 62:3 38:5 100-5 7-1 | 22-9 | 40-8 21:7 
3 » 1938} 17.8 | 108-1 37°4 || 110-8 8-7 | 20-2 | 41:8 25°6 
August 17, 1938 | 20-1 | 105-7 34:1 1]! 104-6 6-5 | 22-0 | 45-0 28°1 
August 24, 1938 | 24:0 | 101-6 34-1 | 101:9 6-3 | 20:6 | 48:9 30-6 

LONDON CLEARING BANKS (monthly averages) 
£l Accept- Balances Call 
Deposits | -2°°¢* | Cash and and Bills | Invest | Advances 
tin eie Cheques} Wjoney M 

; £ mn. £ mn £ mn. £ mn £ mn £ mn £ mn £ mn 
March, 1931 | 1,763-9 | 121-5 | 184.0 | 45:5 | 114-1 | 240-4 | 311-1 | 936-1 
» 1932 | 1676-4 98-7 | 174-0 | 43-4 | 112:5 | 216-8 | 281-9 | 902-1 

, 1934 | 1,830-6 | 112-8 | 218:9 | 45:5 120.4 | 202-1 | 547-1 | 753-0 

»,  4936* 2,108-3 | 105-2 | 216:7 | 53-8 | 162:4 | 252-0 | 635-1 | 849-2 

,  1931*| 2,244.2 | 122-5 | 225-8 | 62:7 | 169-8 | 247:8 | 667-4 | 934-4 
p »  1938*|-2,253.7 | 112-0 | 244.2 | 59-1 | 150:4 | 238-6 | 634-0 | 995.2 
June, 1938*| 2,299-4 | 116-0 | 246-6 | 66-7 | 155-7 | 289-4 | 629-6 | 980-5 
July, 1938*; 2,509-0 | 115:1 | 244.2 | 59-1 | 158-8 | 301:5 | 635-1 | 980-1 


* Includes the District Bank. 
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LONDON BANKERS' CLEARING HOUSE RETURNS 


Town Metropolitan Country 
Clearing - Clearing ^| Clearing 
1930 ... " "n 30,782 3.964 
1931 ... 31,816 2,752 
1932... 27,834 2,668 
1933 ... 27,715 2,766 
1934... 30,740 2,984 
1935 ... | — 32,444 3,229 
1936 o dec odes an 35,039 3,538 
1937... ae a 36,719 3,805 
1937 to August 25 — ..| 24,590 — * 2486 
1938 to August 24 21,976 2,414 
1937, August (4 weeks) ... 2,561 279 
1938, August (4 weeks) ... 2,470 261 











Total 
£ mn. 
43,558 
36,236 
$2,112 
52,138 
* 35,484 
37,560 
40,617 
42,686 
28,508 
25,761 
2,992 
2,911 


BANKERS' PROVINCIAL CLEARING RETURNS 





| Mar., | Mar., 





Mar., | 


Mar., 


June, 


July, 


Mar, | Mar, | Mar 
1934 | 1935 1936 1937 | 1938 | 1938 | 1938 





1929 E hdd 1932 

Birmingham . ms 9 j 9-0 EE 
Bradford 5-9 5:4 4:2 3 
Bristol | 53] 49) 54 | 
Hull | 40| 3:0) 22| 
Leeds | 4.4 3'8 4-4 | 
Leicester | 3°6 3-1 3°35 
Liverpool ...; 34-2 | 25-6 | 26°8 
Manchester... | 58-0 | 42-5] 46-1 
Newcastle-on- 

Tyne ... 6:5 5:7 6:9 | 
Nottingham 2:8 1-9 2:0 | 
Sheffield 4-6 5:3 3°6 | 








tss 








^ £mn.|£mn.| £ mn. | £ mn. | £ mn. | £ mn. 
9-6 | 107; 11-3 | 10:6 9-9; 12:2 
4-8 4:7 4-6 3°6 3:2 3:4 
4.9; 55 5.5 5-9 5.2 5-6 
4:2 3°4 4-0 4:0 3:2 3:7 
4-3 3:9 4-8 4.3 3:5 4.5 
2'8 a1 3°35 3:3 2:8 3:5 
25-8| 27:5 | 35:8] 24-8 | 22-4} 25:9 
42°8 | 44:9] 50-7} 44-0] 35°41 39-6 
5-5 5-7 6.3 6:9 5:9 6-3 
2-0 2-1 2-3 2*3 1:9; 23 
4| 43| 60! 48] 43| 48 








e MÀ —n— 





A e i Bet 


141-2 | 106-2 TE N 115-8 | 124-6 | 114-5 | 97-7 | 109-8 
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‘LONDON AND NEW YORK MONEY RATES. 





LONDON. New YORK 
‘Treasury Bills F.R.B. » d 
Bank «(>| 3 Months’ Short Re- Call Accept- 


Rate Tender Market | Bank Bills | Loans discount | Money ances 
Rate Rate s R ` 


| teet i i i —— I nn | NR Eai M ——À—ÁA 


End March, 1931 3 it 24-25 


ij 25 
2 » 1932 ó$ as F lf 
» è n»n 1954 2 $1 $ 
95 2.» .1986 2 i? $ 
p.. m» 199 2 t 4 
Hn ur 1938 2 $ $ 


—— áo FON Nt AHN P mnt. T F a = 


July 27th, 1938| 2 
Aug. 24th, 1938| 2 

















1936 





Aug. 26 | Aug. 25 | July 27 Aug. 3 | Aug. 10 
New York— 3 
(2) Spot iss 5:034 18 4:983. - 4.923 E89] 4.885 
3 ths $5c. pm. C. pm. C, pm. c. pm. c. pm. 
mU S pons | Hez | 498A! ^ 49532] ^ 4e91i | 4-90] 
Paris— 
Spot... 17613 132:3 1783; 17813 178% 178i 17834 
(b) 3 monti Fr.2j dis. Frs} dis. Fr.2& dis. Friday dis. Fr.5 dis, | Fr.6$ dis. |Fr.513 dis, 
lin— 
P) Official... 12-51 12-394 12-254 12-20 12:17 12:17 12-173 
(6) Register ed l r . . f , 
Marks || 474% dis. | 43% dis. | 544% dis. | 54% dis. | 54% dis. | 55% dis. | 563% dis. 
Amsterdam 7:41 9-03 8-95 8-9 8-951 8-93 8-921 
Brussels 29-804 29-59 29-091 28:922 | 28-993 | 28-992 | 28-934 
Milan 63% 9414 93.2. 921 922 92 922 
Zurich 15-44 21-70 21-49 21-41 21-33 21-292 | 21-30} 
Stockholm 19-40 19-391 19-394 19-393 | 19-393 | 19-394 | 19.394 
Madrid 402 150* 150* 150* 150* 150* 
Prague iust 121i 1422 14248 142 1413 141,5, 141g 
Pa) Export . 15 15 15 15 15 15 15 
(b) Import .. 17-06 16-00 16-00 16°00 16-00 16-00 16-00 
(o) Free... 17-96 16-53 18-91 18-78 18-78 18-98 19-02 


Rio de Janeiro— 


Prov. Deposit 


Rate || 86$000 | 75$700 | 86$700 | 89$600 | 89$300 | 893370 | 893350 


Valparaiso... || 131-50* | 124-68* | 125* 125* | 123* | 193* | 190% 
Bombay ... || 188d. 183d, l74d. | 1745d. | 17asd. | 1782d. | 1731d. 
Hong Kong .. l438d. | 1428d. | 15d. 15d. 15d. 15d. 35d. 
Kobe. 1/24 1/2 1/2 1/2 1/2 1/2 1/2 
Shanghai l4i3d. | 144d. 9d. 81d. 8d, 81d. 8id. 
Gold price... || 138s. 2d. | 130s. 6d, | 141s. 4d. | 142s. Odd. | 142s, 6d. 1142s. 41d.| 142s. 6d. 


Silver price ... 19.3,d. 19Hd. 194d. 1945 d. 19:50. l9,,d. | 194d. 


- ANNETTE RB ANA UU UIDI 
" Nominal, ` 











KR a 
* 
É 
-« 
r TIS 
P 
47 4 bo ee Nase 
tz . 7 
d « 
PM . 


PUBLIC REVENUE AND EXPENDITURE | 


^ 
` 


a 


-~ REVENUE— 
Income Tax ... 


Sur- Tax 
Estate Duties... 
Stamps - 


National Defence Contribution 


Customs 
Excise 


Motor Vehicle "Duties 
(Exchequer Share) 
Other Tax Revenue... 


Total: Tax Revenue 


|. "Crown Lands... 


Post Office (Net Receipts) . 


-Receipts from Sundry Loans 


. Miscellaneous Receipts 
Total Non-Tax Revenue 


Total Ordinary Revenue 


Post Office 
Road Fund 





EXPENDITURE— 
National Debt Interest 
Payments to N. Ireland 





Other Cons. Fund Services... 
Post Office Fund T 


Supply Services 


Total Ordinary Expenditute ... 


Sinking Fund ... 


Self-balancing Esp cncttiite 
(as per contra) : 


in mE Lp. o. T 1937-8 | 193-9 
1934-5 | 1935-6 | 1936-7 | 1937-8 | . to 
Eo Aug. 21 Aue. 20 
£mn. | £mn. | £mn. | £ mn. | £mnm..| £mn. 
208.9 | 238-1 | 257-2 | 298-0 | 43:6 | 43:3 -» 
51-2 | 51-0 | 536 | 572 | 6l | T5 
81-3 | 87-9 | 88-0 | 89-0 | 35-4 | 31-0 
4-1 | 95-8 | 21 | 24-2 | 69 | 70. 
— = e 4 | — 4:6 
185-1 | 196-6 | 211-3 | 231-6 | 85-4 | 848 
104-6 | 106-7 | 109-5 | 113-7 | 44-7 | 44-5 
5.1 5-0 | 32-7#| 34-6* | 8-4* |- ^ B-2* 
SL | 21 | 17| 17| Ol | 0-4 
683-4 | 713-2 | 783-1, | 841-3 | 230-6 | 231-3 
Mash adie ie See, 
12:2 | 11-7 | 11-0 | 105 | 84 | 65 
13 | L4]| 14 |] 21:3 | 05| O05 
44 | 49 | 45 | 52 | 33 | 3:8 
15-1 | 21.7 | 24-6 | 135 | 31| 23 
335-0 | 39.7 | 41-6 | 31-3 | 15:3 | 13-1w 
716-4 | 752.9 | 824-7 | 872.6 | 245-9 | 244-4 
61-8 | 66-1 | 71-9 | 76-1 | 25.8 | 273 
26-4 | 95:8 | — EE — 
88-2 | 91-9 | 71-9 | 761 | 25:3 | 273 
211-6 | 211-5 | 210-9 | 216-2 | 96-5 | 96-5 
68 | 72 80 | 89 | 24 | 26 
36 | 5-7 | $2 3l 15 | L3 
23 | 11 | 04| — n 
472-2 | 512-0 | 594-7* | 605-0* ` 221-9 | 270-0 
GE PNE GNO ANNE HANE S 
696-5 | 737-5 | 817-2 | 833-2 | 392-3 | 370-4 
— — —— —— —— n c — 
1233 | 125 | 132 | 105 | — | — — 
E ee — Me$ 
i 
88-2 | 9.9 | TL9 | 71 | 25-3 27-3 























* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing i in 1936-37, 
now added to Revenue and Expenditure figures | for purposes of comparison, 


; 
* s .? * 
sd 



































| 472 tn et cee 
" 4700. * PRODUCTION 
0. 77] 7 Cod Ys Pigon Steet 
Total 1913 | Cara 0| 39260 | e meet 
- 1925 ie up. cs 243-2 6,262 1,585 
'$ 1929  .. e 257-9 7,589 9,636 
ee oy es a 245-9 | 6192 1,526 
y dE ue du a8 21): | 3,773 5,203 
2? 1938, e te 208-7 3,574 5261 — 
E 1933 "E 207-1 4,136 * 7,024 
" 1934 "Bc 201-0 . 5,969 8,850 
» 1985 "E 222.9 6,426 ` 9,842 
p MOO. e die ss 228-5 7,686 11,705 
. 1937 ue ur 241.2 8,497 12,964 " 
Total to July 1937  ...  .. 139-8 4,740 1,598 
Total to July, 1988  ... i 133-7 4,513 ! 6;609 
-BOARD OF TRADE PRODUCTION INDEX NUMBER (1 
tUe» (1930 — 100) 
Complete Year | 1937 | 1938 
1936 | 1937 |2ndQr. 3rd Qr. 4th Qr. ~. |2nd Qr. 
Mines and Quarries ... .. | 94-4) 99-8 | 100-5; 95.6 | 103-9 . 89.4 
Iron and Steel ns . | 150-11 166-6 | 165-6 | 165-5 | 177-3 :4 | 131:7 
Non-Ferrous Metals ... . | 143-8 | 165-3 | 166-7 | 173-3 | 166-2 -3 | 147-2 
Engineering and Shipbuilding | 123-3 | 136-3 | 138-2 | 134-9 | 135-3 | 132-7 | 128-8 
Building Materials and Building | 157-1 | 153-2 | 155-9 | 160-3 | 148-3 “lL | 153-4 
Textiles ^... | 126-4 | 129-6 | 135-1 | 127-5 | 125-8 | 116-9 | 106-4 
Chemicals; Oils, etc. ... — ... | 115-4 | 124-5 | 126-4 | 123-8 | 125-5 :5 | 117-4 
Leather and Boots and Shoes... 120-7 118.9 | 121-3 | 117: 7 | 115-7 :5 | 109-7 
Food, Drink and Tobacco ... | 114-5 | 119-9 | 124-9 | 120-3 | 123-2 :0 | 123-6 
Totalt us ss s | 1246 | 133-1 | 133-8 | 130-4 136.6 +4 | 122-1 





* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
T Revised quarterly by the Board of Trade. > - ? 
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(a) Percentage of Insured 
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Dat 
` 


1929 


-1931 


~ 4 r 


1938 


eased 
RE | Ne | Ó À€— M | | ——MMMMM M | — M ST 


y 


November |, 


December 


* 


DIL ME EL 
oO P O O O ON O DA 


22-4 | 18-6 
22-0 | 18-1 
20-8 | 17-2 
21-4 | 16-6 
22-1 | 16:2 
22.2 | 16-4 
22-8 | 16-7 
23-0 | 15-5 
22-8 | 16-1 
21-9 | 16-3 
| 22.2 | 16-3 
' 217 | 16-0 


1937 
16-2 | 12-4 |- 
15-3 | 12-0 
14-2 | 11-6 
13-6 | 10-5 
12-8 | 10-7 
12-8 | 10-0 
12-4 | 104 
12-0 | 9-9 
124. | 9-7# 
12-0 | 10-2% 
12-0 | 11-0* 
12-0 | 12-2* 


15.3* 
13.2* 


. 12-9* 


12-9* 
13.0* 
ló:4*. 
13:8 





* New Basis. 


. (b) Actual Numbers Employed and Unemployed (in thousands) 





^- 









































T Mar. | Mar, | Mar, | Mar, | July, | Mar, | June, | July, 
1932 | 1935 | 1936 | 1937 | 1937 | 1938 | 1938 | 1938 
Number employed ... | 9,549 |10,200 110,689 | 11,310 |11,517 |11,380 |11,833 | 11,371 
Wholly unemployed... | 2,129 | 1,727 | 1,551 | 1,330 | 1,070| 1,356 | 1,284 | 1,275 
Temporarily stopped 427 524 240 170 249 338 478 481 
Normally in casual 
employment 104 92 88 76 66 10 68 63 
Total unemployed ... | 2,660 | 2,143 | 1,879 | 1,576 | 1,385 | 1,764 1,830 | 1,819 
RAILWAY TRAFFIC RECEIPTS 
Four weeks ended Aggregate for 33 weeks 
Aug.,22, 1937 | Aug. 2i, 1938 1937 1938 
E MS yt : "E OE 
| Eat | Goods Eis Goods ud Goods Brit Goods 
| £ mn. £ mn. £ mn. £ mn. £ mn. & mn. £ mn. | £mn. 
Great Western |! 1-5 i-l 1:4 1:0 75 | 10:1 7:4 9:6, 
. London & North | 
Easternt*t .. d 21 | 21 | 21 | 18 11154 1191 | 113 | 18-1 
London Midland & | | 
Scottish .. ..| 32 | 27 | 3-2 | 23 |175 | 24-4 |175 12307 
Southern 2:0 | 0-3 2-0 0-3 | 11-0 | a1 11-0 | 3°0 
Total... 8-8 | 62 | 87 | 54 | 47-4 [56:7 | 47-2 | 53-7 





LA ET aon 
* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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Change in i value ‘since. same- “date, ii ‘previous year d 





By CATEGORIES: Great Britain 
Total 
Food and Perishables ... 
Other Wierchandise 
of which 
Piece-goods* 
' (i) Household Goods 
(ii) Dress Materials ... è ... 
Women's Wear* 
(i) Fashion Departments ... 
(ii) Cirls' and Children's Wear 
(ii) Fancy Drapery ... ase 
Men's and Boys’ Wear " 
Boots and Shoes e" T 
Furnishing Departments 
Hardware 
Fancy Goods ... 
Sports and Travel 
Miscellaneous and Unallocated 


By AREAS— 
All Categories— 
Scotland 


North-East ... 

North-West ... 

Midlands & South Wales ... 
South of England 


July 
1935 


% 
+- 6-7 
+ 7-7 
+ 5:9 
+ 1:5 
+ 4.8 
— 1:0 
+ 7-0 
+ 9-6 
+ 8:2 
+ 5:0 
+ 5-4 
+ 6°4 
+45 
+ 9-1 
-+ 5:8 
+ 4-8 


+ 7-0 


+ 8:1 


London, Central & West End | -+ 6:6 


London, Suburban ... 





* Including some goods which cannot be allocated to sub-headings. 


+ 6:6 


i July, 


1936 


+ 6-9 
+ 1:8 
+ 756 


| July, 
1937 


+ 79-4 
+10-5 
+ 8:0 
411-9 
+ 9-7 
+ 0.8 
+ 8-3 


une 
Tente © 


+ 9:6 
4- 9:7 
+ 9:4 
+ 9:2 
410-6 
— 3-7 
+123 
: 





z 


^ Joly; 
19587 © 
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OVERSEAS TRADE 




















Ee ^ IMPORTS |^. _ . EXPORTS 
“pate Raw : ~ t Baw . Manu- 

^ Materials Food xy terials fetur Total 

Monthly Average— £ mn, £ mn. £mn. | £mn, | £ mn. 
1929 T ie . 28-5 4°6 6-6 41-8 | 60:8 
1930 ome aes ° 20-9 5°35 5:5 36:7 41:6 
1931 se bus . 14.4 3:0 3:9 24°3 32:6 
y 1932 pos gis . 13°7 2-1 3°6 23-0 | 30-4 
1933 aa oe . 15.0 2:4 3:8 25°4 | 30:6 
1934 sai Que . 17.5 2:5 4-0 25°4{ 33:0 
1935 e$ Y . 17-7 2:6 4-4 2l:4 35:5 
1936 ian E . 20-7 ó:0 4°3 28-4 56:7 
1947 n S . 26°3 3:2 5.4 85:7 | 45:5 

S EAA A e a 
July, 1937 . 33 | 6&0 | 374| 47-6 
uly, 1938 ... 2-9 | 47 | 29-0| 37-5 
SOME LEADING IMPORTS 
| : Iron and 
Hides, 
Wem | Wetand| Wom! | Rubber | en. 


factures 











(thous. (thous, 
. |centals of |centals of | (thous. | (thous, |centals of | (thous, 
100 Ibs.) } cwts.) tons) | 1001bs)| tons) 
678 98 137 330 235 
652 108 128 3526 245 








Monthly Average— 
1929 ads jas 
1930 





























1931 707 106 122 | 237 | 237 
1932 765 105 153 176 133 
1933 793 120 | 162 | 189 81 
1934 657 116 187 895 114 
1935 720 141 185 325 96 
1936 762 | 151 198 | 116 | 124 
1937 653 157 149 | 254 | 170 

July, 1937 ... 430 | 158 152 810 | 202 

July, 1938 . 579 | 126 lll : 304 65 

SOME LEADING EXPORTS 
Tron mod E Caste Cotton | 
Date Coa | and | MACY) Fams | Biece | Weches | Tesue | Cam. 
thous. thous, us, mill, mill, ; 3 - 

Monthly Average— Seley penes pbi (oe) se yds.) x Aper (number) 
1929 e... | 5,002| 365 47 11-8 | 306 f ; ; 
1930 ae | 4,573 | 263 40 | 11-1 201 | 6,587 | 2,893 | 1,602 
1931 se. a. | 3,5631 165 27 11:4 | 143 | 4,694 | 2,479 | 1,429 
1932 ve awe | 3,242 | 157 25 13-9 | 183 | 4,461 | 2,358 | 2,246 
1933 we wes | 3,256 | 160 23 15-8 | 169 | 5,110 | 2,741 | 2,821 
1934 e... | 3,805 | 188 28 10-9 166 | 5,745 | 2,772) 2,904 
1935 5. wee | 3,226 | 198 32 11-8 | 162 | 5,934 | 3,205 | 3,659 
1936 e. ..]| 2,878 | 184 32 12-6 | 160 | 6,522 | 3,304 | 4,268 
1937 we gee | 5368 | 215 37 13-3 | 160 | 6,653 | 3,583 | 4,468 

July, 1937... ... | 4,131] 232 39 13-4 | 177 : 7,881 | 4,480 | 4,163 

July, 1938 ... | ...| 3,056 | 135 38 9-3 | 113 | 5,099 | 3,035 | 2,990 


- . 
a 





PRICES ea ee 
1. WHOLESALE PRICES | 
x .8 E 
— | Index Nuinber (Sept. 16th, 1931 = 100) f 
ZEN U.K. U.S.A. France Italya Germany 

Average 1929 ... | 450-9 139-4 141.3 146-0 126-1 
1931 >.. | 1077 | 103-5 | 105-5 | 103-5 | 1019 
: 1932 ... | 103-5 89-3 92.0 93 88.7 
: 1933 ..  ..]| 103-5 93.7 87-7 86-6 85.7 
1924 ..  .. | 106.4 111-1 83.1 84-2 90-4 
1935 e 108-1 120-3 78-4 97-2 93-5 
1936 ..  ..]| 116-2 121-4 90-6 112-5 95-6 
1937 .. 5. || 134-6 131.5 127-0 133.3 97-3 
End July, 1937 | 138-0 133-8 130.8 137-1, 97-9 
» Aug. 1937 „a || 138-0 133-0 132-4 137-2 98-1 
» Joly, 1938 | 122-3 118-3 147-8 142-7 97-3 
, Aug. 1938 119-9 116-6 145.5 142-8 97-4 


n——— —— —— — fii ite TN ESA ihn SA 
Sources: U.K., * Financial Times ” ; U.S.A., Irving Fisher ; France, Statistique Générale ; 
Italy, Italian Chamber of Commerce ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) = 


















Rent Fuel Other Alb . 
Date Food (including | Clothing and Items Items 
Rates) Ligh included | included 
Endof1929  .. 57 52 115 75 80 66 
195] ... 31 54 90 75 75 4T 
1932 ua 23 55 85 70-15 70-15 4a 
19535  ... 24 56 85 70-15 70~75 ` 42 
1934 ... 25 56 85-90 70-75 70-75 44 
1935  ... OL 58 85 75 70 41 
1936  ... 56 59 90-95 75-80 70 51 
End July, 1937... 40 59 105 75 15 55 
» june, 1938... 46 60 110 75-80 75 59 
» July, 1938... 4L 60 110 75-80 75 56 








The figures represent the percentage increase above July, 1914, which is equal to 100, 
3. COMMODITY PRICES (average for month) 

































Wheat Sugar Cotton Wool Pig-Iron, Tin, Rubber 
Date No. 1 | Centrifugals American 64's Cleveland | Standard | Plantation 
Manitoba ULE. Middling | tops avge No. 3 Cash heet 
— per qr. percwt. |  perlib per lb. per ton perton | perib. 
S. dd. s. d. ; . s. d. d. 
Average 1929 ... | 54 0O£ 9 0}; 10:29 38% 10} 
. 1931 ... 28 22 6 4 5-08 254. 34 
1932 ... 30 6} 5 9i 5-29 2245 2 
1933 ..| 28 2 5 4 5.53 | 28% zi 
1934 ... 30 11 4 8} 5-66 5034 64 
1935 ... 34 3i 4 8 6-69 28 $2 
1936 ... 38 O 4 8 6-67 3213 78 
(1937... | 53 144| 6 481 6-37 | 558, 9i 
July, 1957.  ...| 55 74 6 8 6-71 314 95 
June, 1938... | 45 62| 5 22] 4-58 | 259, 64. 
July, 1938... | 41 7i| 5 7 
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*,*The Bank publishes from time to time in this 
MOoNTHLY Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement -with 
the views expressed in these articles. 


Food Supplies in Peace and War 


By Keith A. H. Murray 


NTEREST in food supplies in this country has been 
surprisingly ephemeral when their importance is considered ; 
they are normally taken for granted, and it is possibly the 
highest tribute to the stability of this country that this 1s so. 
Only in times of emergency and the possibility of a shortage 
of supplies from overseas does the question really incite public 
interest. It happened during the War and again in the 
depression of 1929-32 when the balance of trade became 
so adverse as to threaten an enforced reduction in imports. 
At the present time* the international political situation 
has once more focused attention on this essentially vital 
question of what would happen to food supplies in the event 
of war. There appears to be little divergence of opinion about 
the need for maintaining food imports or about the soundness 
of a policy of food storage; differences on these points are 
merely questions of degree. Discussion centres chiefly on the 
part to be played by British agriculture. Any reduction in 
food imports would call for basic changes in the organisation 
of the food supplies. The main issue appears to be whether 
the necessary radical changes in production and organisation 
‘should be made in advance of the emergency, as in those 
countries aiming at self-sufficiency, or whether the better 


* This article was written at the beginning of September. 
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policy is, in the words of the Prime Minister, “ to assist 
home agriculture by all possible means to i nid along its 
own lines,” 

c PEACE-TIME REQUIREMENTS 


The most complete picture of the nation's food supply 1s 
that prepa®ed by the Market Supply Committee and published 
in Sir John Orr's * Food, Health and Income." The figures are 
for the year 1934, which may be taken as fairly normal, since 
the Government's policy in regard to the maintenance of home- 
production and to imports had presumably passed its temporary 
emergency stage and acquired an apparent permanence. The 
actual quantities consumed by the nation th the year are 
shown in, the Appendix. In all, some 25 million tons of 
food were used by the population which amounted to 
about 46 million. 

A better idea of the relative importance of the principal 
types of food from the consumer’s point of view can be gained 
from the amounts spent on them. In 1934 the nation spent 
some £1,075 million, or about 29 per cent. of the total national 
income, on buying food. Of this, 28 per cent. was spent on 
meat, 18 per cent. on fruits and vegetables, and 16 per cent. 
on milk and milk products; only 8 per cent. was spent on 
bread and flour and 4 per cent on sugar. 

From the point of view of energy value, the relative 
importance of these groups assumes an entirely different 
aspect. The total energy value of these food supplies amounted 
to 55 billion calories* ; of this total, almost 30 per cent. was 
derived from bread, flour and cereals, though only about 
8 per cent. of the money spent on food was used for these, 
It is also interesting to note that the consumer devoted one- 
quarter of the money spent on food to “ other foods ” such as 
fish, poultry and eggs, cocoa, tea, coffee, etc. which were 
negligible from the point of view of energy value, though some 
of them may be important for other reasons. 

Of the total supply, roughly one-third, by value, is at 
present produced in this country; one-third is imported from 
the Empire; and one-third from foreign countries; a fair 
proportion of the home output is dependent on imported 


* The calorie is like the well-known therm, a unit of measurement of heat. 
On the average, a person requires about 2,800 calories a day, varying from 4,500 for a very 
active man, 5,500 for an average man, down to 1,200 for a child under four years old. 
Of these, about 60 per cent. should come from carbohydrates, 25 per cent, from fat, and 
about 15 per cente from protein. 
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feeding stuffs, and it is ptobable that the home-produced share 
> "Y abou 28 per cent. after allowance has been made 
Or this. 


PERCENTAGE OF TOTAL Consumers’ Foop EXPENDITURE, AND OF TOSAL 
ENERGY VALUE IN CALORIES, OBTAINED FROM DIFFERENT GROUPS OF 








Foop ConsuMED IN 1934 P. 

Per cent, of Per cent. of 

ve Group Total Food Total Energy 
‘ ° Expenditure Value 
Mest ce is. tm. dés e sw 27-5 17-9 
Fruit and Vegetables... - và zi 18-1 13:6 
Milk and Milk Products i bs pt 16:4 18:6 
Bread, Flour and Cereals "T ve sas 7-7 * 29:8 
Sugar ... ee Mer $us T eus 4-5 14-4 
Other Foods ... sai is id iie 25.8 5+7 
Total — bx vu 100-0 100:0 


For milk and potatoes, Britain is practically self-sufficient, 
and for other vegetables almost three-quarters is home-produced. 
The products for which we are most dependent on overseas 
supplies are the very important group, which includes wheat and 


MAIN SOURCES OF THE UNITED Kincpom Foon SUPPLIES, 1934 


Home- | Imported Principal Overseas Sources 
produced 
Per cent, | Per cent. 
Meat -— sie 46-3 53.7 5. America, Denmark, New Zealand, 
; Australia. 
Poultry and eggs ... 64-8 35.2 Denmark, Poland, Australia, Eire. 
Milk... - ..| 100.0 Xe oe 
Buttér and cheese ... 17-2 82-8 New are Denmark, Australia, 
f Canada. 
Wheat and wheat flour 15-6 84-4 Canada, S. America, Australia, 
U.S + * 
Potatoes  ... Gia 97°7 2:3 an 
Other vegetables  ... 72:6 27:5 Spain, Netherlands, France. 
Fruit sai "e 31.6 68:4 Spain, United States, Jamaica, 
ma Canada, Australia, Palestine, 
` S. Africa 
Sugar si gha 24.5 15:5 Australia, Cuba, Mauritius, West 


Indies, 
* 
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wheat flour, butter, cheese and sugar. For meat, about half 
is home-produced and half is imported. 

For no imported commodity is this coufitry dependent 
on ome source, and most of them are obtained from both 
hemispheres. The advantages of this wide distribution are 
as great intimes of peace as in war. As buyers we have, in the 
past, been free from the dangers of monopoly prices, while the 
risks of fluctuations in supply due to weather or disease are 
very greatly reduced. 

The high standard of the food supplies may be best 
indicated by a comparison with other European countries. 
As will be indicated later, livestock products and fruits are ex- 
pensive foods, whereas cereals, sugar and potatoes are relatively 
cheap. For example, 1,000 calories obtained’ from eggs, beef, 
lamb or milk cost the consumer about 2s. to 3s., whereas 
the same energy derived from potatoes costs only rod. and from 
wheat bread only 5d. The following figures of the consump- 
tion of the “ dear" foods in the United Kingdom, France, 
Germany and Italy show the high level attained in the United 


AVERAGE ANNUAL CONSUMPTION PER HEAD oF LIVESTOCK PRODUCTS AND OF FRUIT 
IN THE UNITED KINGDOM, FRANCE, GERMANY AND lraLy, 1930-34 





United Kingdom France Germany Italy 
Meat sve d 141 75 110 36 
Milk ... gall. 22 23 23 T 
Butter vee. O 23 13 16 2 
Eggs .. No. 172 149 129 119 
Fruit .. Ib. 86 59 76 67 





Kingdom for all except milk. The consumption of the cheaper 
starchy foods and fats is proportionately higher in the other 
countries. Average figures may be misleading if the variation 
in consumption between the different groups or classes of the 
population in any one country is very great. In this instance, 
however, the same differences in consumption may be found 
between approximately similar groups in the various countries, 

In considering the nutritional adequacy of the British 
food supplies, a differentiation must be made between two 
classes of food—the energy-producing and the “ protective." 
The former consists of foods of high calorie value, such as 
cereals and stigar, while the latter consists of foods, mainly 
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a high content\of certain types of protein, minerals, and vitamins. 
Whereas earliér ideas of nutrition were concerned, possibly 
owing to economic considerations, mainly with energy retjuire- 
ments, recent discoveries have shown the importangg of these 
other factors, a deficiency of which may lead to specific diseases 
and to a reduction in resistance to disease, 


50 far as energy value is concerned, the food supplies are 
more than adequate for the needs of the population. In fact, 
if they were evenly distributed by a system of rationing and if 
wastage was reduced, there is a safety margin of some 10 per 
cent. equal to a reduction of about 15 per cent. in imports. 
In actual practice, however, there are marked vatiations in 
energy supplies between different income groups. The studies 
of the Market Supply Committee showed that the daily food 
ration of families with incomes of under ros. per head per week 
was equivalent to about 2,300 calories per head, whereas in 
those families with over 45s. per head per week the equivalent 
was over 3,300 calories—almost half as much again. Sir John 
Orr estimated that about ro per cent. of the population had 
insufficient energy-producing food. 


When the protective foods are considered, the position is 
_less satisfactory. Since these are dearer, they are beyond the 
‘means of a larger proportion of the population, and the 
difference in consumption between the various income groups 
is very considerable. The studies referred to above indicated 
that a fully adequate diet was attained by only about 50 per 
cent. of the population. Even in the United States, evidence 
produced by consumption surveys indicates that the food 
of more than half of the observed population fell below the 
standard now considered necessary for health and efficiency. 
‘The advances of scientific research in the last thirty or forty 
years have indicated clearly that people may have what used 
to be considered as ' enough to eat" and yet suffer from 
malnutrition. 


There is no doubt that the new knowledge as to what is 
needed for healthy growth and maintenance has been carried 
.into practice at a remarkably rapid rate. During the last 
twenty years the per capita consumption of fruit in this country 
has increased by 88 per cent., of vegetables other than potatoes 
by 64 per cent., of butter by 57 per cent., of eggs by 46 per cent. 


livestock B fruits. and fresh vegetables, which have 
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Only in milk consumption is a desirable increase apsent. Given 
an agricultural policy based on the production anfi consumption 
trends of the last hundred years, there would appear to be 
justiffable expectations of making certain within the next 
twenty years that well over three-quarters of the population 
would be assured of what is now held to be an “ adequate ” 
supply of food. 


ORGANISATION FOR EMERGENCY 


Before discussing the changes that must occtir.in the 
constitution of the food supply to meet emergency conditions, 
it must be noted that it would be necessary to bring about 
as drastic a reorganisation in distribution as in production. 


First, an immediate system of rationing appears essential 
whereby a more even distribution of the available supplies is 
obtained. The wide variations in consumption levels between 
lower and higher income groups in this country have already 
been indicated. If these were smoothed out, the normal level 
of food supplies could be cut by at least 1o per cent. before an 
actual insufficiency was suffered by any section of the 
community. Food rationing is, therefore, a first requisite in 
the organisation of food supplies in time of war. In this 
connection it may be recalled that a complete and satisfactory 
rationing system did not come into operation until nearly the 
end of the last war. Had it been in force earlier, many of the 
difficulties of the years 1916 and 1917 would have been avoided, 


Second, a successful rationing system would inevitably 
call for complete control of food distribution, including 
transportation, processing, storage, wholesaling and retailing. 
The complexity of such a task can be comprehended only by 
those in the trades themselves, but it is evident from the 
Report of the Food (Defence Plans) Department that the 
necessity for the regulation of both consumption and distribu- 
tion has been recognised. The co-operation of food traders 
themselves has been secured in the preparation of compre- 
hensive schemes for the various important commodities. 


Turning to the change that would have to be made in 
the constitution of the food supply itself, 1t becomes evident 
that emergency conditions must interrupt any progress towards 
a widespread improvement in nutrition. War and, to a lesser 
extent, trade recessions are accompanied in most countries 
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by a reduced, emphasis on the important * protective ” foods, 
and the more\urgent problem becomes the securing of a 
sufficient amount of energy-producing foods. 

.. 'The following data indicate the transition that took ‘place 
in the British food supplies during the last war. „dhe con- 
sumption of meat and livestock products, the chief source 
of the protective foods, fell by 29 per cent., while that of flour 
and potatoes rose by 18 per cent. Incidentally, the table also 


Catoric VALUE OF WEEKLY QUANTITIES OF FooD CONSUMED PER “ MAN ” IN THE 
UNITED KINGDOM IN 1909-13, 1916 AND 1918* 














1909-13 1916 . 1918 
* ——————— 

Meat, bacon and ham ... |... TT 4,122 4,028 3,156 
Milk, butter — .. — 2. 7 an 2,988 2,541 1,951 
Potatoes ... A see - Ys 1,408 1,574 2,029 
Pior a ow — xe n. ai 8,464 8,613 9,570 
Sugar... ssi - Ves i 3,236 2,716 2,065 
Other foods "n Des NUM uia 3,873 4,455 4,755 
Total weekly calories  ... ei igi 24,091 23,927 23,506 
Calories per “ man ” per day ... gii 3,442 3,418 3,358 








* “British Food Control,’ by Sir William Beveridge, Table X, p. 313 


shows the remarkably small reduction in the total number of 
calories available during the war period. Livestock are, on the 
whole, wasteful converters of vegetable matter into animal pro- 
ducts. A cow returns, in the form of milk, about 20 per cent. of 
the energy absorbed as fodder, while the pig, another of the 
more economical “ transformers," returns about 18 per cent. In 
other words, cereals consumed directly by human beings give 
about five times more energy than when consumed indirectly 
as milk or pork.  Fattening cattle are the least efficient 
converters, returning as beef only about 8 per cent. of the 
energy absorbed from cereal feeding-stuffs. If, then, there is 
any danger of a food shortage, it is obviously more economical 
to consume the cereals directly rather than have them 
** processed " by livestock. 


` While these changes are relatively straightforward, the 
tore complex problem is where sufficient food is to be 
obtained in the event of war. If imports have to be curtailed, 
can British agriculture fill the gap ? 
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The possibility of expanding home producfion to make up 
for d» reduction in imports raises three main considerations. 
Firstly, what changes would be necessary in the organisation 
of farming? Secondly, to what extent could home produc- 
tion be increased ? and thirdly, should the change-over be 
accomplished now in anticipation of an emergency ? 

British farming has, for the last hundred years, devoted 
itself more and more to the production of livestock, products, 
till at the present time about 70 per cent. of the farmer's income 
comes from the sale of these products. It'is essentially a 
manufacturing or processing industry in which the livestock 
turn the raw materials, feeding stuffs and ‘grass, into more 
elaborate human food. 

From the point of view of food production, measured in 
calories, such a farming system is wasteful. The following 
figures, adapted from Sir Thomas Middleton’s “ Food 
Production in War," show the energy value produced by 
an acre of land under different crops. An acre under sugar beet 
yields almost 5 million calories, while an acre under meadow 
hay, used for meat production, would give only about 
117,000 calories. It is evident that arable farming gives 
a larger yield of energy-producing food than grassland farming, 


Foop VALUE, IN CALORIES, PRODUCED BY AN ACRE OF LAND UNDER DIFFERENT 
Crops IN GREAT BRITAIN. 





Crop Form of Food Produced Calories per Acre 
Sugar beet .... ui e. | Sugar... sue n 4,836,000 
Potatoes iva i .. | Potatoes ... ds T 4,100,000 
Wheat ... ida Kis s. | Flour... sis iis 1,980,000 
Oats... sas iss ... | Oatmeal ... dis is 1,650,000 
Meadow hay ... T . | Milk oe sas ius 450,000 
Mangolds iud ix ... | Beef aes ae hn 276,000 
Turnips and swedes ... + | Meat — ... s sea 195,000 
seeds hay eR - e. | Meat... es $E 130,000 
Meadow hay ... T exw. | Meat sas ine ek 117,000 





and that a war-time programme for British farming would 
call for great changes in the nature of its output—as large 
an increase as possible in arable crops and a drastic reduction 
in the numbers of livestock. 
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two main factors—the availability of suitable land and the 
supply of laboùr and equipment. » 

At the present time, the agricultural area of Great Britain 
amounts to about 294 million acres, of which 124 nultion acres ` 
are under the plough and 17 million acres are permanent 
pasture. This distribution is partly the result of the more 
favourable returns from livestock and partly because there are 
large areas of grassland which are quite unfit for arable crops. 
During the war, intensive propaganda campaigns, coupled with 
relatively high prices for cereals, raised the arable area to 
16 million acres, so that it is possible to reckon on another 
4 million acres which might return to the plough in the event 
of, or in preparation for, a national emergency; the increase 
would be unlikely to exceed that amount. Making the 
optimistic assumptions that this new land would be turned over 
eventually to wheat and potatoes and that these products 
could be used directly for human consumption, this increased 
output would feed a further 12 million people a year and reduce 
the proportion dependent on imports from about 70 per cent. 
to about 50 per cent. 

The second problem is the supply of labour and equipment. 
The period since the war has seen a great reduction in the 
number of horses and in the number of agricultural workers, 
an accompaniment to the decline in the arable area and the 
increasing use of the oil engine. In Great Britain the number 
of farm horses has declined by about 400,000 in thirty years. 
To counterbalance this, a number of writers have recommended 
the maintenance of a sufficient supply of horses and implements 
for the potential increase in arable production. Even if the 
heavy expense of this were overlooked, it is doubtful if-such 
a scheme would be advantageous. The present stock of 
tractors on farms and their equipment represents an enormous 
reservoir of power since, if worked to full capacity, they would 
be sufficient to cultivate a much larger arable area. Moreover, 
they are more suited to the type of labour that would be 
available on the land if man labour disappeared and agriculture 
had to be carried on largely by women. It is, of course, 
objected that any limitation of shipping would endanger the 
supplies of oil, already demanded to an increasing extent for 
naval and military purposes. Farm tractors, however, could 
be made to use oil fuel of a very low grade, and the amount 


How [^ sm this change go? The answer rests on 
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required for agricultural purposes is relatively small. A reserve 
supply could be easily stored where it would be needed—on the 
farm—for use in emergency. / 

An added factor in favour of tractors would be the huge 
saving in human food. The reduction in the number of horses 
on the farrh, the substitute of the petrol engine for the horse 
lorry and cab in the city, and the mechanisation of the army, 
must have released about 2-3 million acres of land previously 
devoted to growing horse feed. In a period of war, assuming, 
that a work horse requires 30,000—-40,000 calories a day, in 
contrast to a human being’s need of only 2,800, an increase of 
400,000 horses would require rations equivalent to those of 
over 4 milion human beings. 


The increase in arable farming and the direct feeding of 
cereal products to human beings would necessitate a reduction 
in livestock. First to be reduced would be those most dependent 
on imported feed, such as poultry and pigs. Egg production 
wastes over 9o per cent. of the calorific value of feedstuffs 
which are eminently suitable for direct human consumption. 
Pigs, even though more economical converters, would be 
reduced for much the same reason. Cattle and sheep, which 
are largely grass consumers and not normally competitors for 
human food supplies, come into a different category. Meat 
production would be limited to sheep on the higher lands 
where arable farming could not be carried on, and to such 
beef cattle as could be fed on the grass and concentrates not 
required for the more pressing needs of the dairy cows. Since 
the fluid milk supply is a vital consideration, especially for the 
children, it would probably have to be maintained even though 
largely dependent on imported feed for winter production. 


During the last war, radical changes for the conservation 
of human food such as those suggested above were not made 
to any great extent—-The number of sheep dropped in the 
last year due mainly to natural causes, that of pigs fell by 
about 30 per cent. while the number of cattle actually rose 
slightly. Yet the net result of the changes was an increase 
in the home output of calories by about 24 per cent. Sir 
Thomas Middleton, Deputy Director-General of the Food 
Production Department, summed up the response as follows :— 


* Whereas the country began the war with supplies 
provided *by its own soil which could have sufficed for 
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125 day’ out of the 365, in the year in which the Armistice 
was signed it had secured a harvest that would have sufficed 
for 155 days out of the 365 . . . the land's extra 
produce was equivalent to the supply of 30 days” food 
for the nation living its normal life." a 


Crop versus LIVESTOCK PRODUCTION ? 
This change in putput was no mean achievement but it 


.took time and the full effects were not realised until after the 


war, This delay raises the third question as to whether these 
changes from livestock to crop production and from pasture to 
ploughland should be made in anticipation of emergency 
as in those countries which are now striving for self-sufficiency. 
Would the immediate organisation of farming on a war basis 
benefit either the country as a whole or even the industry 
itself? As at present organised, British farming has left the 

growing of cereals, except for livestock feeding, to those ` 
countries which are naturally better fitted for their production 
and has devoted itself increasingly to livestock products, 
mainly meat and milk, and to fruits and vegetables. Livestock 
production has been facilitated by the high purchasing power 
of the industrial home market and by the suitability of the 
climatic and soil conditions for grass farming. So far have these 
developments gone that at the present time about 70 per cent, 
of the agricultural income in this country is obtained from 
livestock products and about two-thirds of the agricultural 
Jand, excluding rough grazing and moorland, is under grass. 
This position is the outcome of a century's change in response 


^4 to economic factors; these are "its own natural lines " of 


development. 
The first point which leaps to the eye is that of the com- 


“plete contrast between the kind of production to which British 


` agriculture is best suited in normal times, and the kind essential 


in an emergency when imports of food might have to be cur- 
tailed. Organisation for war-time food production would 
entail, as has been indicated, a switch-over from grassland 
to arable farming and from the production of livestock and 
livestock products to crops such as wheat, oats and potatoes. 
Would a preparatory and partial change-over in anticipation 
of a possible emergency be beneficial to national health, 
economic welfare, or even national security, the three aspects 
from which it should be judged ? 
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From the point of view of national health ay m the 
continuation of the past production trends would be the only 
possible line of progress. It has already been stated that a 
large proportion of the population still lacks £n “ adequate ” 
diet owing to a deficiency of those protective foods, which 
British fasming has been producing in gradually greater 
quantities. Only two factors prevent the realisation of minimum 
nutritional requirements by all sections of the population—a 
lack of appreciation of the importance of these new elements 
in nutrition and an unequal distribution of purchasing power: 
It would be no gain to add a third—a lack of protective foods 
themselves. Every fresh year for which these can be made 
available will render the population more ready and able to 
meet the emergency if and when it comes. Years of living on 
low quality foods with a shortage of fats, minerals and vitamins 
are an insecure foundation both for-national health and 
security. 

From the economic standpoint there are no arguments 
in favour of a wartime production programme. The further 
farming deviates from *' its own natural lines," the more costly 
will it become for the nation as a whole, For example, in the last 
five years the cost of increasing the wheat ouput by about 
to million cwt. has averaged over £5 million a year. We have 
had to pay ros. per cwt. for home-grown wheat which can 
be grown elsewhere and imported at about 6s. Sugar is another 
example. In 1936-7 the Government, to encourage the 
home producer to compete with imported sugar at 16s. per 
cwt., paid a subsidy of 4s. 9d. per cwt. and relieved him from a 
duty to the equivalent of about 5s. per cwt, There is, therefore, 
a difference of approximately 9s. od. per cwt. between growing 
sugar in this country and importing it, These are two of the 
crops whose output would be increased still further if a war- 
time production policy were initiated. The increasing costliness 
of such a policy relative to the cost of storage of these foods or of 
stimulation of livestock production, would be prohibitive. 

From the standpoint of the farming industry it is unlikely 
that such changes in farming practice would be profitable 
unless very heavily subsidised. In view of the disadvantages 
of such a policy on other grounds and the prior claims of 
rearmament, it is unlikely that such extensive assistance would 
be forthcoming. The money for such a subsidy would have 
to come from the Exchequer and not from the consumer, 
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otherwise iW would, for reasons given later, defeat its own 
ends, Even with an alteration in the subsidies, a change-over 
from livestock, to crop production would probably entail a 
drop in agricultural incomes. It may be assumed that the 
present system, having been evolved, with minor exceptions, 
in response to economic factors alone, is the most profitable 
and best suited to economic conditions. Other types of 
production would result in higher costs, particularly labour 
costs which have been one of the most powerful factors in 
‘shaping the present system of farming. Not only would 
costs rise but the total returns from the sale of other products, 
such as cereals:and potatoes, might not rise proportionately 
as the output of products with an inelastic demand was in- 
creased at the expense of those enjoying a more elastic demand. 
Furthermore, any move towards self-sufficiency and an excessive 
stimulation of agricultural production at home must inevitably 
affect adversely the sales of the home output, through its 
effect on industry. As has been indicated already, our natural 
advantages, relative to those of other countries, are used 
to a maximum in the production of high quality fresh foods, 
livestock products, fruits, vegetables, etc. The demand for 
these is almost entirely dependent on industrial prosperity, 
and any reduction in the purchasing power of the wage earner, 
such as might occur through shrinkage in international trade 
consequent upon a reduction in food imports, would drive the 
consumer to consume those cheaper foods in the production 
of which British farming 1s at a disadvantage relative to other 
countries. For the last hundred years the fortunes of agricul- 
ture have become more and more dependent on the state of 
industry. Depression or recession in British industry have an 
almost immediate effect on farm incomes which rise as employ- 
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ment and wages rise and fall as they fall. UT 
| Finally, from the point of view of national security, which 

is the main issue at the back of so many people's minds, the 
present policy is preferable to an inordinate extension of the 
arable area, It still remains to be proved that self-sufficiency 
attained in this way is, in reality, synonymous with security. 
Germany, for example, claims to produce within her boundaries 
80 per cent, of her people's food, compared with 70 per cent. 
about five years ago. Assuming that this has been achieved by 
an increase in output and not by a reduction of 13 per cent. 
in what people have to eat, this has probably entailed a decline 
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in high quality foodstuffs and an increased deperidence on the 
products of arable farming, cereals, potatoes and sugar beet. 
Ihesg are crops whose yield is greatly inflfenced by the 
weather, and so scatcely provide a sound basis for security. 
A bad harvest may mean starvation, particularly when the safety 
margin is small and when even good harvests provide practically 
no surplus for storage from year to year. 

Livestock production, on the other.hand, is less variable 
in output and also constitutes an easily available food reserve. 
in case of a sudden food shortage. This country, by adoption of 
a livestock slaughter policy, could do without meat imports 
for a year. Furthermore, grassland farming, under certain 
conditions, affords a substantial reserve of fertility which is 
lacking in land that has been under the plough and which has 
been used to the utmost for any length ef time. 

The only weakness in maintaining home production in 
this latent state of reserve is the time required to accomplish 
the change-over. For this reason alone, a supplementary 
policy of food storage, such as has been started by the Govern- 
ment through the Food (Defence Plans) Department, appears 
essential. The commodities most suited for storage would 
be vegetable and animal fats and oils, sugar and wheat 
or wheat flour, the last two of which are so costly to produce 
in this country. Take wheat as an example. If the money 
spent on silos is regarded as capital expenditure, the cost of 
storing a year's wheat requirements, about 120 million cwt., 
has been estimated at about £4 million, or less than is spent 
each year on increasing the home output by only 10 million cwt. 

But the main danger of maintaining a wartime production 
policy during peace lies not in its costliness but in its effects 
on the country's overseas trade; it would inevitably affect 
those relationships, both economic and political, with other 
countries and with the Empire, which are the greatest source 
of security that this country has. This country can never, 
for any length of time, produce more than half of the food 
required by 46i million people. There is no gainsaying its 
dependence on imports, in war as well as in peace. The 
dangers of reduced food imports, as a result of submarine or 
air attack are small compared with the dangers of permanently 
reduced imports resulting from attempts to drive this country 
towards self-sufficiency in food supplies and what that would 
necessarily entail. 
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From these various points of view, the Government's 
policy “ to assist home agriculture by all possible means to 
develop along ‘ts own natural lines" appears to be sound, 
Measures such as those for grassland improvement, 1ncluding 
a greater use of temporary rather than permangnt pasture, 
and the expansion of livestock production and for the storage 
of essential foods are progressive and should be extended much 
further, the degree to» which these should be stimulated being 
dependent on the imminence of the emergency. Such a policy 
will speed up the attainment of adequate nutritional standards 
by all classes of consumers; it will afford a reserve of food 
and fertility to be drawn upon in emergency ; it would be less 
costly ; and it would not materially affect those international 
relationships on which our industrial prosperity and the bulk 
of our food supplies-depend. Neither an expansion in home 
farming nor storage schemes, however—be they to the tune 
of Sir Arthur Salter’s £4 million a year or Mr. Keynes’ 
£500 million capital outlay—could be maintained for long 
as an adequate second line of defence if overseas food supplies 
failed. On balance therefore it looks as if the advantages of 
a transformation of our agricultural system of production in 
anticipation of an emergency would be outweighed by the 
disadvantages, 


Kerra A, H. Murray. 
September oth, 1938. 


APPENDIX 


a 493 


QUANTITIES OF Foop SUPPLIES, HOME-PRODUCED AND IMPORTED, OF THE 
UNITED Kincpom, 1954 


Beef and veal 
Mutton and lamb 
Bacon and ham ... 
Other pigmeat ... 
Meat offals dee 
Poultry and game 
Rabbits ... jus 


Total meat 


Wilk, fresh* oes 


Butter  ... T 
Cheese 

Lard 

Margarine ix 


Wheat flour T" 
Other cereals  ... 


Apples ... 
Bananas ... m 
Other fruit and nuts 
Potatoes ... v 
Other vegetables 
Sugar... re 
Cocoa 


Home-produced 


1934 


Imported 


e 


Total 


Thousand Tons Thousand Tons | Thousand Tons 
614 646 0 


255 
104 
211 
107 

78 


? 


593 i 
* 542 
537 
175 
102 
42 


3,051 


449 
915 
3,938 
244 
542 
225 
190 
166 
4,220 
289 
667 
256 
1,546 
4,708 
2,120 
1,995 
72 





* Including cream, 
T Vegetable lard only. Animal lard included in Other pigmeat, 
f Includes cottage produce, 
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Notes of the Month* 


Ihe Money Market.—The prevailing international tension 
and the consequent heavy transfers of funds from London to 
New York have brought about a definite change in conditions 
in the money market. «First of all, money has naturally become 
less plentiful, and this shortage has been most noticeable in 
the case df money usually available for loans against bonds. 
The rate for these loans has stiffened from about 3-2 per cent. 
to 2, and even $ per cent, and one or two houses have had 
to borrow from the clearing banks at these minimum rates of 
x per cent. for loans against bonds. Next there has been 
a general reluctance to acquire bills. The clearing banks have 
only been buying very sparingly, while the discount market 
has been anxious to sell. This is a contrast to the conditions 
of previous months when the banks were keen buyers while 
the market were reluctant sellers. The cause of this change is 
very simple. Should a European war break out, it was felt 
that there would be an immediate and appreciable rise in all 
short loan and discount rates. Thus anyone who had bought 
bills at 4 or $ per cent. might have to pay considerably more 
for the money needed to carry them. Added to this there was 
a general and actual desire for liquidity. The effect of this 
change has been to raise the Treasury bill tender rate from 
just over 4 to $$ per cent, while market rates have stiffened 
to ł and $ per cent, and even to higher rates for the longer 
- dated bills. The volume of applications for Treasury bills 
has also shrunk from £87:6 millions on August 26th -to 
£58°2 millions on September 23rd. This shrinkage, of course, 
is also due to the efflux of foreign short money from London, 
and the Exchange Equalisation Account’s heavy gold sales 
have also affected the market, though to a less degree than 
might have been expected. As happened last May, these sales 
led to an accumulation of funds in public deposits at the Bank, 
and by September 7th these had risen to £32-2 millions, 
while bankers’ deposits had fallen to £91°3 millions. During 
the next fortnight the authorities succeeded in restoring part of 
this money to the banking system, and public deposits fell 


* These notes describe the sequence of events up to September 26th. 
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to £18-4 millions, while bankers’ deposits rose to f100:9 
millions. Special buying of Treasury bills in the market was 
one of the methods used to restore this cash§ while for two 
successive weeks the Treasury bill allotment was cut down 
below the original offer. This was the experience of the money 
market up to September 24th. On September 26th there was 
practically no business in bills, with three months’ bank bills 
quoted nominally at ij-à per cent. , 


The Foreign Exchanges.— The New York rate of exchange 
has moved in accordance with the view taken from day to day 
on the international situation, but on the whole sterling has 
been undtr severe pressure as the result of the efflux of funds 
from London to New York. From £4:85$ at the end of 
August, the rate dropped to $4-794 on the day prior to 
Mr. Chamberlain's first visit to Germany. This was followed 
by a slight recovery, but the more serious news of the week-end 
of September 25th caused the rate to fall to $4:751. The 
British authorities consistently supported sterling, selling gold 
both direct to the American authorities, and also to arbitrageurs 
in the London bullion market, who in turn shipped the gold 
to New York. Arbitrage business, however, was upset in the 
middle of September by the alterations in insurance rates for 
gold shipments, which rendered it very difficult to find a basis 
for arbitrage. The British Exchange Equalisation Account's 
gold losses must in the aggregate have been considerable, 
for during the three weeks to September 22nd gold exports 
from England to the United States amounted to £54 millions. 
The Paris rate was held at Frs.1784 until September arst, 
when news of fresh Government borrowing from the Banque 
de France led to a depreciation ultimately to Frs.1784. Belgas 
were weak early in the month, but subsequently became 
stronger, with the New York-Brussels rate comfortably inside 
the export gold point. Guilders were relatively firm. Registered 
marks have depreciated from Rm.282 to Rm.34l1 to the 
pound, the latter rate being equivalent to a discount of 
65 per cent. 


The Stock Exchange.—While there has been no heavy 
volume of selling, prices have been severely marked down 
as the result of the political situation, and except for one 
successful new issue there has been a complete disinclination 
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to buy. The following table gives a general idea of what 
has happened :— 
: * 


Aug. 3lst Sept. 14th Sept. 15th Sept, 26th 


2% per cent. Consols ... ii e. 74i 70 724 65 
3% per cent. Conversion Loan .. 101i 963 99 > OL 
34 per cent. War Loan es.» LODE 974 100 * 92% 
Security indices*-— 
British Government Securities ... 112-8 107.5 110-1 102°3 
Home Rails... bs "v e. 424 41-4 42:2 40-2 
Industrials ... is sii ww 102-4 96.8 98-9 93-4 
' Gold Mines s iss .J. 209°5 200-2 205-4 191-3 
* Financial Times. 


Broadly speaking, the first decline lasted until September 
14th immediately prior to Mr. Chamberlain's first visit to 
Germany. The announcement of his visit caused a partial 
recovery, but after a: week's uncertainty there was a further 
sharp fall on September 26th. Business in fact was practically 
non-existent on that day, and prices were only quoted with 
very wide margins, 


Commodity Prices.—Considering the general circumstances 
prevailing during September, British wholesale prices have 
remained very stable. Since the end of August their average 
level has only moved from 119°3 to r19°0 (September, 
1931 =100). Grain prices have continued to fall under the 
influence of good harvests, while metals are firmer. Textile 
prices show no appreciable change. In the United States 
a rising tendency is apparent, for between the middle of 
August and nearly the end of September the American index 
has increased from 115-9 to 117:2.. Most of this advance, 
however, occurred during the latter part of August. xt 

: The . official British cost-of-living index remained 
unchanged during August at 56 per cent. above its pre-wat 
level. Normally there is a slight seasonal advance. The 
latest figure is now only one point higher than it was, on. 
September rst, 1937. The retail food price index fell during 
August from 41 to 40 per cent. above its pre-war level, mainly 
because of decreases in the prices of bread, flour and potatoes. 
The latest index is exactly the same as that of the year before. 

Overseas Trade.—The August trade returns give evidence 
of a continuance of the previous trend. Both imports and 
exports are substantially less than those of the preceding year, 

but do not compare unfavourably with those of the previous 
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month. It is still true to say that since last April the down- 
ward trend of both curves has shown a tendency to flatten out, 


"" July, 1937 Aug., 1937 Julyf 1938 Aug.,1938 
£ millions 
Imports ... s e. o 05.5 86-6 13:9 74-1 
British exports ... ves. 415 42-5 37°5 36-3 
Re-exports s E 6-8 6.7 4*5 5-0 
Total exports... .. 5408 49.2 42-0 41:3 
Import surplus ... .. ) àl:2 37:4 31-9 «a 32-8 


Raw material imports for August were £20'3 millions, 
compared.with £19°2 millions in July and £26:7 aulanas i in 
August, 1937. Exports of British manufacttred goods were 
£28: 0 millions, the corresponding returns being £290 millions 
for July and £334 millions for August last year. 

The returns for the first eight months of 1937 and 1938 
are summarised below. 















Increase (+) 





Description or 
Decrease ( —) 

£ mn. 
Total Imports i — 38-4 
Retained Imports... — 26°6 
Raw Material Imports ae bee — 33-0 
Manufactured Goods Imports — ... — 20-1 
Total Exports, British Goods s — 84-5 
Coal Exports dee + 0-6 
Iron and Steel Exports e — 33 
Cotton Exports es -— 12:9 
British Manufactured i Goods Exports —25:5 
Re-exports —11-8 
Total Exports A — 46-3 
Visible Trade Balance — 79 


Total imports are £38-4 millions less than in 1937, but 
owing to the contraction of jte :8 millions in exports, retained 
imports are only £26-6 millions less. British exports have 
fallen. by £34:5 millions. The result of these movements is 
an increase of £7-9 millions in the adverse trade balance, but 
this increase is much less pronounced than it was earlier in 
the year. The shrinkage in exports of British manufactures 
remains very general, the chief exceptions being machinery 
and vehicles. ° 
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Home Reports  - 


The Industrial Situation * 


August was a fairly encouraging month. SET signs of 
further set-back as were apparent could be attributed to holiday 
influences, and after allowing for these there weré signs of a 
shght improvement. After eliminating seasonal fluctuations 
the Economist index number of business activity rose from 102 
„in July to 102: 5 in August, while the Financial Times monthly 
index registered a slightly greater advance. Unfortunately, 
September has, at least for the first three weeks of the month, 
told an entirely different story. "There is not the smallest sign 
of the usual aytumn revival, while business in the United 
States, which previously had been improving, seems also to 
have received a check. The simple truth is that the prevailing 
political tension has proved a complete deterrent to the placing 
of new orders. 

So far as August was concerned, there was a slight improve- 
ment in employment to 11,402,000, compared with 11,371,000 
in July. Coal production was also a little better than 1n July, 
but export trade remains unsatisfactory. There was a further 
heavy decline in pig-iron production, and a less marked con- 
traction in the output of steel, Engineering remains reasonably 
active, but with no sign of any autumn revival. The cotton 
trade is very depressed, but the tone of woollen industry 
is rather better. Activity in the building trade 1s well main- 
tained, and plans passed last August were 8:7 per cent. above 
the level of the previous year. These calculations exclude 
Government contracts. The demand for industrial heme 
was fairly satisfactory. 

Among more general indications, wholesale prices remain 
very steady, in view of the prevailing uncertainties. The 
cost of living was unchanged during August, although, ‘there. 
should have been a seasonal increase. It looks as if its. 
upward trend has now been checked. Railway goods and coal 
traffic receipts registered a further decline in August, but were 
slightly better in early September. Electric power production 
continues to increase. August shipping returns were better 
than in, July, and freights were also firmer. Raw material im- 
ports for: August were greater than in July, but there was a 
contraction in exports of manufactured goods. The August 

as -Ihis report reviews conditions up to September 26th, 
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retail trade returns showed an increase in value of 2:8 per 
cent. compared with August, 1937. 

Reports from the Continent are naturally overweighted 
with’ the political situation. There is continued activity in 
Germany, and no fresh progress in France or Belgium. 
American business is slowly improving, but as stated above, has 
recently received a check. In South America the fall in grain 
prices is becoming an important factor. Reports from the 
Empire show little fresh change, but in Spite of the lower level, 
rs = prices, this year’s large harvest is proving helpful to 

anada. 


Agriculture 


England and Wales.—According to an official report, 
stormy weather during the early part of August delayed 
harvesting in some districts, but the condition of the corn 
crops 1s general good. The revised estimates from the 
Ministry of Agriculture of this year’s corn production forecast 
a total yield of wheat of 1-6 million tons, compared with 1-4 
million tons in 1937. The production of barley and oats is 
also expected to be higher than last year. Roots have suffered 
from lack of sunshine. 


Scotland.—In the lowlands “‘ leading ” has been completed 
under satisfactory conditions generally, but in the highland 
districts there is still a good deal of grain lying out. Green 
crops continue to look well, and potato lifting 1s due to start 
soon. In the produce markets the old grain crop is practically 
finished and small supplies of the new crop are now on offer, 
with samples well up to the average. The potato trade has 
been rather firmer, demand having improved with smaller 
supplies coming forward owing to pitting. In the livestock 
markets trade has been steady generally, with continued 


activity and an upward trend of prices at the sheep and lamb 
sales over the country. 


Coal 


Hull.—The coal market remains very quiet, and foreign 
buyers show little disposition to cover for more than light 
immediate requirements. bo g 

Newcastle-upon- Tyne.—' There has been more enquiry and 
several contracts for forward deliveries have -been booked. 
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Prompt business, however, moves slowly. Coke dis in good 
demand, but the Cartel conditions are preventing much 
business passing 


Sheffeld.—Business in industrial fuels is raket quiet, 
but the export market shows signs of improvement. The 
household fuel market is decidedly better. 


Cardiff.—Conditions have remained dull in the South 
Wales coal market. ‘The tone is fairly steady, except for small 
coals which are easy. During the month information was 
received that the balance of the coal contract for the Portuguese 
Railways has béen placed with Germany, which is a serious 
blow to the South Wales market, as the business.has been 
practically in its hands for a number of years. The result of 
this loss is that business for about 250,000 tons has gone to 
the German mines ánd will cover supplies of the railways 
until the middle of 1939. 


Newport —Foreign shipments of coal during August 
totalled 178,000 tons, compared with 154,000 tons in July, 
and 172,000 tons a year ago. Dock shipments, foreign and 
coastwise, amounted to 194,100 tons, compared with 221,500 
tons in July and 209,000 tons in August, 1937. 


Swansea.—There is little change in the anthracite coal 
market. Best qualities of large are moving steadily and prices 
are being maintained. Second qualities are also in demand, 
while third qualities are only sparingly offered. Broken coals 
continue to show an irregular tendency, the cheaper qualities 
being in much more active demand than the other grades. 
Peas of all qualities are tightly booked and prices continue 
firm. Duffs are plentiful and prices are easy. ? 


Scotland.—Business is quiet in all sections. CP 
demand is on a low scale, and new business with foreign . 
countries is meagre.’ In both Fifeshire and the Lothians . 
collieries are in pressing need of orders for steams, Trebles - 
are in much stronger demand than other sizes of nuts. Collieries 
in Lanarkshire and Ayrshire are short of orders for all qualities 
_of round coal as well as sized fuels, Navigation sorts are not 
moving away freely for bunker purposes, owing to the diversion 
of steamers. to Continental ports, where supplies are obtainable 
at co Ed lower prices than those quoted for Scottish 


qualities... 
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Iron and Steel 


Birmingham.— here has been'a very slight improvement, 
principally in specifications against contraets, and unless 
anything unforeseen develops there should be a gradual im- 
provement in evidence between now and the end of the year. 
Consumers will not enter into any serious fresh commitments, 
owing to the expected reduction in prices next year. Buyers 
are also getting their stocks down to the lowest possible point, 
and this should assist a quieter recovery in the New Year. 
Scrap is in ample supply. Continental 1mports have dwindled 
and in many cases buyers are unable to take the moderate 
tonnages allocated under the Cartel agreements. 


Newport.—There is no material improvement in demand, 
and many works are on short time. Certain sections of the 
new Ebbw Vale works may start production shortly. 


Sheffield——Most sections of the steel trade remain 
depressed, but there are distinct signs of an improvement 
in the very near future. Enquiries are more numerous and 
better orders have been booked. The scrap market continues 
quiet but is more active than a month ago. 


T'ees-side.—Conditions remain very quiet. The volume of 
enquiry shows a little improvement, but actual transactions 
are limited to small tonnages required to replace expiring 
contracts. Stocks of imported foundry iron are now ex- 
hausted, and consumers are taking better deliveries of Cleveland 
pig-iron. East Coast hematite makers are still burdened by 
very heavy stocks. There has been a better enquiry for 
structural materials, but the shipyards are taking fewer 


. Specifications, and the lighter branches of the trade remain 
very: depressed. 


Swansea.—The tinplate market was very quiet during 
‘August. Orders were less than production, which averaged 
. 44°49 per cent. of capacity, after excluding the holiday week. 

The only pleasing feature has been the gradual reduction in 
the heavy stocks held by the works, which are now becoming 
more normal. 

Glasgow.—Although the market is slack, the outlook is 
not too bleak in view of the prospective reduction of steel ` 
prices at the end of the year. Mleanwhile heavy steel is in 
restricted demand owing to the scarcity of new contracts for 
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merchant vessels, and this section will probably show no 
substantial improvement until-shipbuilders are, able to offer 
more favourable terms to owners for new tonnage. 
qualities of pig*iron are in slow demand, and although only 
eleven furnaces are in blast the supply is more than sufficient. 
Engineering 

.. Birmingham.—Aircraft manufacturers and those connected 
with rearmament are Still well employed. The tube industry 
remains quiet, but some sections have improved slightly. 
The motor cycle trade has developed a better tone since the 
opening of the new season. Drop forgers are still busy, and 
makers of electrical apparatus are better employed. * 


Bristol.—Employment continues satisfactory in the con- 
structional and general sections. The aircraft section is 
extremely busy, and there is still a demand for certain types 
of skilled workmen. 


Coventry.—Engineers remain well employed. The 
electrical trades are busy and armament and aero engine 
work proceeds apace. The motor industry’s new season’s 
programme is now well under way. Cycle manufacturers are 
rather quiet. 


Manchester.—Machine tool makers continue to be busy 
on Government orders, but little new business is coming 
forward except in connection with rearmament. 


Sheffield—The general engineering trades are fairly well 
employed, and there remains a shortage of. skilled labour. 
Business in the tool trade, with the exception of engineers’ 
small tools and precision tools, has slackened, and new business 
is rather disappointing. Exports show a decided decrease 
compared with a year ago. = l 


Wolverhampton.—Demand for electrical machinery and.- 
plant continues satisfactory. Supplies of motor vehicles are.. 
being satisfactorily placed, but the call for components and- 
accessories is still below normal. m x 

Glasgow.— The shipbuilding industry on the Clyde shows 
no improvement. The yards engaged on Admiralty Work 

` are busy, but others which are mainly concerned with mer- 
^ cantile "vessels are slack. Marine engineers are also con- 
 Sequently:short of work. ] 
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Metal and Hardware Trades 


Birmingham.—Makers of metal smallwares are moderately 
busy, and export trade is maintained. The general hardware 
trade shows some improvement, but hollow-ware is still quiet. 
The cold rolled brass and copper section remains dull, Metal 
prices are firmer, but there are no substantial orders and the 
outlook is still obscure. Exports are difficult, and the import 
of non-ferrous metals is causing some anxiety. ` 

Sheffield.—Yhere are at last some signs of improvement 
in the cutlery trade. The pen and pocket knife and scissor 
trades also report better business, and the demand for safety 
razors and blades is much better. Exports show a decline 
compared with a year ago : 

Wolverhampton.—The edge tool trade is less active as 
the result of substantial competition, in South American 
markets, In the lock trade some firms are fully occupied, 
while others find some difficulty in maintaining their output. 
The hardware trades are, on the whole, quiet. Hollow-ware 
is also slack, with the exception of aluminium, which has kept 
up well throughout the year. 


Chemicals 


The home chemical market has been rather quiet, but in 
most cases prices have been maintained. Business in industrial 
chemicals has been fairly satisfactory. Reports from the wood 
distillation industry indicate that there has been a little more 
movement in the charcoal trade, which has reduced stocks 
slightly. Creosote oil has met a moderate demand, but other 
coal tar products are quiet. Trade in pharmaceutical chemicals 
is steady though limited. 


Cotton 


Liverpool.—Active trading in the Liverpool cotton market 
is completely overshadowed by the political situation, and 
business enterprise virtually suspended. Prices in America 
have been depressed below the 8 cent level, but the weakening 
of the sterling exchange rate and the widening of the true 
parity has left prices relatively steady here. Despite the very 
low open market price, movements of cotton into the 
Washington Loan are reported to be light, and growers in the 
Southern States are holding their cotton on the farms. The 
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September Bureau report of 11,825,000 bales showed little 
change on the previous estimate. 

Manchester.—The textile trade remains unsettled. The 
latest Board of Trade returns show a further loss of business 
to Lancashire. The British India and British West Africa. 
market figures have fallen from £2,864,843 to £765,083 during 
the first eight months of the year, and apart from Australia 
all markegs show a decrease in purchases. The cotton crop is 
expected to be about 13 million bales, and in view of the large 
carry over, coupled with international unrest, prices must 
necessarily be uncertain. Yarn sales remain small. 


Wool 


Bradford.—There has lately been a definite improvement 
in the tone of the market. More enquiry has been made 
for tops and a fair amount of business has been done. 

Hawick.—There is not much change in the Border tweed 
‘trade. Although better advices are coming in from America 
and the Dominions, the general European situation continues 
to hamper business with the Continent. The hosiery branch 
is very active, while spinners and dyers are rather better 
employed. 


Other Textiles 


Dundee.—The unsettled state of business, owing to political 
uncertainties, has accounted for a further period of very quiet 
conditions. .The Ordinance issued by the Bengal Govern-. ` 
ment, taking effect from September 26th, in regard to the 
restriction in the working hours, has caused a firmer market 
for Calcutta goods, and prices tend to advance, Yarn and 
cloth prices are also firmer, but operators are only dealing 
in small lots for immediate requirements. CIN 

Dunfermline.—The Fifeshire linen trade is fairly active. - 
and prices remain very firm. Offers of flax and tow, especially’ - . 
the better qualities, are being sparingly made. There is © 
very little movement in either wet- or dry-spun yarns, <... 


Clothing, Leather and Boots 


Bristol —The ready-made and wholesale bespoken sections 
of.the'clothing trade remain slack, and prospects are un- 








+. favourable. The slight improvement in the boot and shoe 


““trade has continued. . 
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Leicester.—Conditions in the home market in the boot 
and shoe trade are fairly good, and the recent improvement 
has been held. Business in hosiery is quiet, but the under- 
wear, women's hose and infant's sections show an improvement 
over recent months. 

Northdmpton.—Manufacturers of boots and shoes have 
been receiving more orders, but orders still tend to be mainly 
for immediate requirements. Activity in the leathewtrade is 
still very restricted, but as stocks in manufacturers’ hands are 
low, the general feeling is that business will improve. 


* 


Shipping 


Bristol.—Trade was particularly active during September, 
and the aggregate for the first nine months of 1938 is well in 
advance of that for the corresponding period of 1937. Imports 
are well maintained, with the exception of those of paper, 
wood and timber. Stocks in the Port Authority's warehouses 
are well up to average. 

Hull.—Enquiry for tonnage shows little or no expansion. 
Rates for all directions have a slightly firmer tendency, owing 
largely to the uncertain political outlook. 

Liverpool.—During the past two weeks chartering 
operations have been of a very restricted character. The 
demand from coal ports remains slow, and rates keep at about 
recent levels, with a steady undertone for South, America. 
Homewards, interest has developed for wheat and maize 
cargoes afloat and for September shipment. Distant positions 
in all sections are neglected. 

Newcastle-upon- T yne.—Baltic demand has been good and 
. fates are moving in favour of owners. There is more enquiry 
^ for the Mediterranean and rates have 1mproved slightly. "The 
coasting market is quiet and only minimum rates are obtained. 
l Southampton.— The aggregate shipping tonnage entering 
the Docks during August at 2,069,572 gross tons was nearly 
' 30,000 tons above the level of August, 1937, and was higher 
than during any previous month of this year. Passenger activity 
reached its peak at 123,584, and this improvement was entirely 
due to heavier cross-channel movements, particularly on the 
Southampton-St. Malo route. 

Cardiff—The freight market is quiet, and business has . 
been very difficult. Rates remain unchanged. mE 
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Newport.—lhere has been no improvement in freight 
rates. Orders for all directions have been scarce, and the 
amount of shipping laid up is increasing. 

Swansea.—1he demand for coasting destinations has ‘not 
increased as was expected, and very few cargoes have been 
offering. Rates showed a slightly better tendency towards the 
end of September. For the Bay and Mediterranean directions 
business,gontinues slow, and rates are weak. 

_ East of Scotland.-*-The freight market is dull generally, 
interest being centred mainly in the Coast and Baltic trade. 
Quiet conditions prevail at the Forth coaling ports. 

Glasgow.— Demand for tonnage for coal-carrying purposes 
is still quiet and confined mainly to the Baltic section.. Practi- 
cally no orders aré quoting in the coasting section, although the 
tone is steady. Business for the Bay and Mediterranean 1s at a 
complete standstill. — ' 


Foodstuffs 


Liverpool, grain—-The wheat market has been in a 
disturbed state, and irregular price movements have been 
determined by the political situation rather than the normal 
laws of demand and supply. A good c.1.f. demand developed 
during the week ended September 2oth, but offers of actual 
wheat have been difficult to obtain in consequence of the 
heavy advance in unofficial war insurance rates. Southern 
Hemisphere weather reports are still favourable, and in both 
Australia and the Argentine crop yields are expected to show 
increases over last season. There are indications that Plate 
shippers are anxious to dispose of last season’s surplus. In 
Canada the September Bureau report estimated this year’s 
total crop at 358 million bushels against 182 million bushels 
for 1937. The United States preliminary figures for the 
winter and spring wheat are 904 million bushels against . 


returns of 874 million bushels last season. Plate maize closed `- 


at 6s. 2d. per cental. Export sales from the United States 
have been small and world shipments lighter. = - 
Liverpool, provisions——There is a firm market in Con- : 
tinental bacon, with a good demand, and a steady tone prevails. 
in American hams with off-take showing a little improvement, 
Political uncertainties have led to a somewhat erratic market 
in lard, with prices tending to be higher and a very moderate 
demand. "The consumption demand for canned meats is 
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very good, and the market is firm. The demand for canned 
fruits shows improvement, with prices rather higher consequent 
on the depreciation of the sterling exchange. , The demand for 
Enipire butters is quiet, with little variation in price, whilst 
Continental kinds enjoy a firmer market. The market for 
cheese is ffrmer. 


Fishing 


Brixham.—A good seasonable démand has e 
prices of all classes of wet fish. A few trawlers, have been 
making up to £240 for a short trip. Some good catches of 
turbot have been landed. 

HuH.—lhe raising of the embargo on White Sea and 
Bear Island fishing a month earlier this yéar resulted in an 
increase in supplies during August. Supplies of plaice were 
also better towards the end of the month, and Hull boats 
made some useful herring catches. 

Penzance.—Cornish long liners have landed some very 
nice catches, but prices have not been quite so good as at this 
time last year. Both rays and skate have been in fair demand, 
and trips from £126 to £40 have been landed. The pilchard 
industry is in a very poor state. Curers have difficulty in 
getting payments from Italy, and the price this year is about 
the lowest on record. 

Scotland.— he white line fishing round the coast has 
been hampered at times by bad weather and light catches have 
met a good demand. 


Other Industries 


Paper-making and Printing.—Bristol reports that there has 
been a slight increase in the number of unemployed in the 
paper-making section, but the position is not thought to be 
serious. 

. The Edinburgh paper-making trade is rather easier, but 
the printing branch continues to show activity. 

Timber.—Hull reports that the slight improvement in 
business which had been noticed recently, as compared with 
conditions in the early part of the year, has not been main- 
tained. This may be due in some measure to uncertainty 
on account of the political situation, but for the most part 
it is caused by merchants refusing to peres i for 
immediate requirements. 
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Overseas Reports 
Australia  . | 
From the National Bank of Australasia Limited 


. .4Arade and manufacturing show a seasonal' recession, 
but the building trades are still working at full pressure. 
uidi? ana cng high, and exports have declined, making 
an unfavourable trade'balance for July of £600,000 sterling. 
Rural production prospects have improved and are now 
generally favourable, indicating increased wheat and butter 
outputs. Wool production is lighter as a result of the last 
dry summer. . 


Canada 


From the Imperial Bank of Canada 


The immediate business outlook has been brightened by 
the action of the Federal Government in fixing a price which 
will ensure that the best wheat crop harvested 1n the Western 
Provinces in several years will return a substantial income to 
the farmers. This new income will be used mainly for current 
expenditure rather than for the payment of outstanding debts. 
The soundness of this measure from both economic and moral 
standpoints 1s questioned by some, but the fact remains that 
a movement of goods is assured which will benefit Eastern 
manufacturers as well as Western merchants. On the other 
hand, the bonus policy of the Government involves a serious 
financial liability without aiding in a permanent solution of the 
problem of over-production in relation to world consumption, 

The latest Bureau of Statistics general business index 
of 108 indicates a decline of about 6 per cent., compared with 


a year ago. Freights are expected to show a substantial. 


improvement, with the movement of the new crop and resulting 
movement of merchandise. Employment has shown some 
decline, reflecting conditions in the construction and forest 
industries. Wholesale prices have touched the lowest level 
in two years, with weakness in the markets for wheat and other 
"farm products. Output of base metals has been curtailed, 
.but new records for gold production have been established. 
Tourist trade has been somewhat disappointing, with fewer 


visitors from the United States. 
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India 


Bombay.—The raw cotton market has been weak as the 
result of the international tension, and eveh the American 
Government's announcement of its new loan terms failed to 
stem the downward movement. Weather reports have been 
generally favourable and the Indian crop has been progresstng 
very satisfactorily. There has perhaps been some improvement 
in the piece-goods market, but new business remajfs very 
restricted and.stocks are heavy. Enquiries from overseas for 
all types of yarn have been restricted owing to the prevailing 
lack of confidence, mE 





Calcutta.—Trade in hessians has been restricted by the 
international political tension. ‘Some interest was aroused 
early in September by rumours that the Provincial Govern- 
ment was about to intervene in the jute mills situation, but 
prices reacted again when the text of the Bengal Jute Ordinance 
became known. The shellac market has been quiet. At the 
recent tea auction the offerings have mostly been “ rains ” 
production and so were of indifferent quality. There was a 
fair general demand for all grades. Hides have been stagnant. 


Burma 


Rangoon.—Tlhe rice trade has been inactive, mainly 
because of the unsettled European situation. There has 
been a quiet but continued European demand for timber 
in spite of the high level of London stocks. The Indian market 
is dull, but some improvement is reported from Bombay. 
Rangoon hardware dealers still find great difficulty in collecting 
these up-country outstandings, but have been encouraged 
. by the firmer attitude of the Government towards the recent 
disturbances. Offtake is practical y at a standstill, but stocks 
are not heavy, and the uncertainties of the international 
political situation have induced several dealers to place indents 
for shipment over the next few months. 


Eire 

Unsettled weather conditions during August impeded 
farm operations, but work was reasonably well advanced by 
the end of the month. Wheat had a good appearance and 
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stood well, but early threshings have given variable returns. 
In some cases barley had suffered from lodging. Weeds have 
seriously affected most root crops. -Mangel and sugar beet were 
below average, but turnips, though’ patchy, .were growing 
well, Cattle were thriving, but were rather backward. Cattle 
and sheep fairs during August were of average dimensions, 
and trade was steady. The supply of pigs was well maintained, 
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France 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first eight 
months of this Year was Frs.11,732 millions, compared with 
Frs.11,929 millions last year. The trade returns are 
summarised below ;— 

First 8 months First 8 months 

1937 1938 











Difference 
Frs. mill. Frs. mill, Frs. mill. 
Imports. 
Foodstuffs —€ 2e. — 6,0600 8,087 + 1,417 
Raw Materials... S. 15,813 17,881 -+ 2,068 
Manufactured Articles ... 4,205 4,517 -- 312 
26,688 . 30,485 + 3,797 
, Exports. 
^ Foodstuffs oa e. «=: 4,040 2,505 -+ 465 
-Raw Materials ... .. 5,215 6,052 + 837 
Manufactured Articles ... 7,504 10,196 -+ 2,692 
14,759 18,753 -+ 3,994 


I saan ocean ai Lunette titt 





Compared with last year, the franc value of imports has 
increased by approximately r4 per cent. and that of exports 
by just over 27 per cent. There is an appreciable incréase 
in exports of manufactured articles, and also in imports of. 
raw materials. Part of these increases is due to the rise in 
prices since the early part of 1937. 

The number of registered unemployed on September ‘roth 
was 338,255, compared with 308,178 at the same time last 

ear. 
i Railway receipts from the beginning of the year to 
September 2nd amounted to Frs.9,633 millions. This total 
represents an increase of Frs.1,850 millions, or 23:7 per cent., 
compared with the same period last year. It must be re- 
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membered, however, that rates were raised in July, 1937, 
and again in January this year, by approximately 45 per cent. 


Total e Increase since 
° Receipts last year 
(Frs. '000) (Frs. '000) 
Passengers... "e isi 2,652,216 + 445,565 
Luggage T oes 9s 55,119 + 9,155 
Parcels, etc. ... na sie 369,823 + 70,618 
Merchandise ... € ade 6,555,678 +1,325,070 
9,632,836 mr 


Prices on the Stock Exchange have during the last few 
weeks reflected the international tension, bat the recession 
has been. moderated by the absence of speculation or selling 
on any big scale. The Rentes and gold mine’ have practically 
maintained their levels of a month ago. Metal and rubber 
shares have been neglected in spite of the recent rise in 
commodity prices. 

Le Havre.—Coffee prices on the futures market have 
moved within narrow limits with a firm undertone due to the 
attitude of the Brazilian shippers. Demand from the Interior 
has been limited and heavier arrivals have caused stocks to 
expand. 

The latest American Bureau report forecasts a cotton crop 
of 11,825,000 bales, or less than the previous estimate. On 
the Havre market, prices have declined slowly. Demand from 
the mills has increased to a small extent, but this has been 
offset by larger arrivals, and stocks remain unchanged. 


Lille.—Business in the cotton trade has been seriously 
affected by the international situation and offers of raw material 
or of yarns have met with little response. The rigidity of the 
forty-hour week is said to be a severe handicap, and the 
prospect of renewed disputes with the operatives over the 
wages question throughout the textile trades tends to offset 
any prospects of better trade, even when the international 
- tension is relaxed. 

Conditions in the flax trade show little change. Very 
little raw material is on offer, and prices remain very firm. 
The general opinion seems to be that the Soviets will export 
but little flax during the season. The yarn market is quiet. 
Spinners are asking for higher prices to balance the upward 
trend of raw material prices. Weavers complain that prices 
are unremunerative. | 
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Roubaix. — Demand jot wool both for home and export 
account was encouraging prior to the recent tension in. the 
international situation, but business has since been almost at a 
standstill. The Government, for defence purposes, has placed 
an embargo on the export of certain commodities, 1ncluding 
wool. -Once the political outlook improves, confidence should 
return and trade should become brisk again, as stocks with 
retailers gre low. The main doubt lies in possible disputes 
over wazes. Local operatives are demanding an increase of 
I2 per cent. in view of the further rise in the cost of living. 
Negotiations betweeg the mill owners and men's delegates 
are proceeding, “but agreement has not yet been reached. 
Meanwhile combing activity is well maintained and many 
combers are working at about 80 per cent. of capacity. If 
there is no improvement in demand, stocks of tops will soon 
increase. Spinners and manufacturers are well occupied on 
old orders, 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.— There has been a further set-back in business. 
This is partly seasonal, but the main reason is doubtless the 
uncertain political outlook. Prices of many commodities have 
‘fluctuated nervously with the ebb and flow of international 
- complications. Wool, however, has remained firm owing to 
satisfactory Australian sales. The grain market has been calm 
and featureless, but the huge world surplus harvest is weighing 
on prices. Coffee prices have remained fairly steady. - The 
diamond market shows a slight improvement, an increased 
..demand from America having been evident during the past 
few weeks. 

The Stock Exchange remains inactive, with a tendency 
for prices to sag still further. 


Brussels.—Business in iron and steel is extremely giles 

. the only notable exception being an urgent and important 
order from Egypt. Stocks are now very low. The demand 
for certain classes of house coal, particularly anthracite, is 
well maintained, and there is a better demand for smalls from 
electricity undertakings. The question of wages is again 
under discussion. i 


913 
Germany 
Industry in Germany is now beginning to experience some 
of the consequences of a shortage of labour, for a condition 
of “ full employment " was reached some time ago. At present 
resort is being had to transfers of workers under the 
“ Compulsory Work Decree,” and also to an extension of 
working hours in certain cases. Some industriesQare also 
trying to introduce new technical improvements in @rder to 
economise labour, and these are giving rise to a need for new 
capital, This is one explanation of the recent sales of 
securities by industrial undertakings, which*was one of the 
causes of the recent recession on the Bourse. It is significant 
that the issue of the new Reich Consolidatioh Loan has again 
been postponed. It has also been noticed that the latest 
increases in taxes have not led to a Corresponding growth 
in revenue. 
The following table compares the current year's trade 
returns with those of 1936 and 1937, Austrian foreign trade 
being omitted from the returns :— 


(Imports xports Difference 
Monthly average— (Rm. millions) 
1936 ias T í 352 397 + 45 
1937 $us eee ii 456 493 + 37 
1938 (first eight months) ... 448 434 — 14 
1938, July ... m T 417 439 +- 22 
August oo... ae 457 419 — 38 


As a result of this year’s contraction in exports, Germany 
has on the average ceased to have an export surplus. In 
interpreting these figures it must be remembered that the 
current year is not yet complete. 


Holland 


According to official calculations of Holland’s balance of 
payments for 1937, there was a commodity import surplus 
of Fl.402 millions; net receipts from shipping, dividends on 
external investments, and tourist traffic of Pl.373 millions ; 
and a net influx of capital of Fl.229 millions. Deducting 
the import surplus from the last two items, this leaves a credit 
balance of Fl.200 millions. Gold acquisitions, however, 
including Netherlands Bank ear-markings, were estimated at 
Fl.743 millions, or Fl.543 millions in excess of the net 
credit balance disclosed by these calculations. During 1937 
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the short-term foreign indebtedness of the Dutch banks 
increased by Fl.isgr millions, while their liquid balances 
abroad fell by FI.83 millions. Imports for the first eight 
months of 1938 totalled Fl.936 millions, and exports F1.666 
millions. For the same period in 1937 imports were 
Fl.994 millions and exports Fl.732 millions. The import 
surplus has thus risen from F1.262 to Fl.270 millions, which 
is not qffarge increase, 

Wholesale prices ‘fell between July and August from 
71:3 to 70*8 (1926-30 —100). The stock markets have been 
affected by the .prevailing political tension. The policy of 
linking the guilder to the pound has been pursued, and this 
has necessitated heavy purchases of dollars and gold." 


Norway : 


The trade returns are summarised below :— 
Aug., July, Aug. 8months, 8 months, 


1937 1938 1938 1957 1938 

Kr. mill. XKr.mill. Xr.mill Kr. mill. Kr. mill. 
Imports ... 2 96:6 87-7 100-2 849-9 782-7 
Exports ... oe 63°3 49-9 61:5 512-6 479-4 
Import surplus ... 33-3 37-8 38-7 337-3 303-3 


Weis a A = ANN NAMA ttm TS 


The number of unemployed persons seeking employment 
in excess of vacant positions amounted to 21,068 in August, 
‘compared with 20,144 in July, 1938. Last year's returns 
were 20,045 for August and 18,572 for July. 

During the month ended August 15th, the cost-of-living 
index fell from 173 to 172 (July, 1914 = roo), and the 
wholesale price index from 154 to 152 (1913 = 100). 

The monthly index of industrial production (1935 = | 100, 
adjustments made for the varying number of working days) 
is summarised below :— 


Home Market Export Total of 
. Year Industries Industries Industries 
June July June July June July 
1936 es» 110 97 112 99 111 98 
1937 ew. 129 109 125 114 128 110 
1938 4. 136 96 115 104 128 99 


The figure of idle Norwegian vessels remains high. On 
September ist, 1938, there were ror vessels of 502,278 tons d.w. 
laid up, compared with 98 vessels of 515,957 tons d.w. on 
August rst. 
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Sweden 


The firmer attitude expected on the timber market as 
soon as Russia's potential supplies were ascestained, has now 
become more clearly defined. Enquiries have increased and 
are leading to fresh business. At the beginning of September 
the Russians raised their redwood prices by five shillings per 
standard for thirds and by 2s. 6d. for fourths. Whitewood 
prices had already been increased by five shillings. Thig year's 
sales from Sweden are now estimated'at 500,000 standards... 
The members of ETEC have agreed upon a further reduction 
of their export quotas for 1938 by 6$ per cent. in proportion 
to the effective quotas fixed at the beginning of the year. 
For Sweden the final quota works out at 690,000 standards, 
compared with the normal 820,000 standards. Sweden's quota 
still unsold is estimated at 240,000 standards. 


The wood pulp market is, on the whole, unchanged. 
Turnover is small, and business is mostly connected with the 
conversion of earlier contracts. It is presumed, however, that 
there has been no increase in stocks either of sulphite or of 
sulphate during August. Practically no business has been done 
in mechanical pulp. 


The situation on the Swedish commercial iron market is 
still satisfactory, although demand is somewhat irregular. 
Prices are unaltered. The supply of orders is very unsteady. 
During July and August Swedish iron-ore exports contracted 
somewhat compared with last year, but they are still very high. 
From January rst to the end of August shipments totalled 
9,315,000 tons, against 8,926,000 tons for the first eight months 


of 1937. 

Foreign trade has, on the whole, been well maintained, 
and by the end of August imports amounted to Kr.1,302 
millions, against Kr.r,355 millions for the same period of 
last year. Exports were Kr.1,185 millions, compared with 
Kr.r,218 millions last year. 


Denmark 


The strained international political situation has caused 
some nervousness on the Copenhagen Stock Exchange, and 
at times the National Bank had to support the gilt-edged 
bond market. * 


~ 
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Although heavy rainfalls made::the last part of the grain 
harvest more difficult, the housing was completed in .a: satis- 
factory way and the threshing has given excellent results. The 
total yield is estimated at considerably above the average. 
The beets have benefited from the rain, although a smaller 
crop than last year is anticipated. Export prices have recently 
improved. 

The net foreign exchange balances of the National Bank 
on September 15th totalled Kr.109-0 millions, compared with 
Kr.103:7 millions a month ago, and a net debt at the end of 
August, 1937, of Kr.r:4 millions, Denmark's foreign trade 
' in July—the first month of the second license period of the 
year—comprised imports of Kr.:37:8 millions and exports 
of Kr.139°4 millions. This leaves an export surplus of 
Kr.1i:6 millions, which compares with an export surplus of 
Kr.6-8 millions for July, 1937. For the first seven months 
of 1938 the foreign trade returns have been as follows, as 
compared with 1937 :— 


1938 1937 Difference 
. millions 
Imports  ... i5 $53 926-5 959-8 — 33-3 
Exports «5.  ..  .. 893-2 867-8 + 25-4 
Import surplus... ar 33°3 92-0 — 58-7 


Further supplementary licences have been issued to an 
amount of Kr.15-5 millions for the importation of goods from 
>the United Kingdom and Germany during the second half 
of 1938. The total amount of supplementary licences is now 
about Kr.29 millions. 

-: The August wholesale price index is 110, compared with 

rrr for July and razr a year ago. With a further drop of 
3 points in the import index to 110, and with the export index 
remaining unchanged at 112, this latter index is now 2 points 
above the import index. A year ago the import index was 
132 and the export index 114. At the end of August- the 
unemployment percentage totalled 16-3, compared with 16-9 
in July and 15-1 in August, 1937. . 


Switzerland 
From Lloyds & National Provincial Foreign Bank Limited 


Markets have lately been very erratic owing to the inter- 
national crisis. For example, on September 14th one Federal 
Loan dropped as much as 5 per cent., but the loss was all 
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regained the next day. Prices, however, are about 2 per cent, 
lower than at the beginning of August. Industrial shares 
have shown good resistance. The political tension has also 
had a detrimental effect on the tourist industry. 


Moroccd 


From the Bank of British West Africa Limited 


Apart from the unsettling effects ef the Europeam crisis, 
business generally in the French Zone of Morocco continues 
to be disappointingly dull, pending the long-delayed official 
arrangements for exporting this year's ctop. Little im- 
provement can be expected until a decision is reached. 

In imports, textiles are weak with a slight improvement, 
and green tea is slightly better, but new arrivals are moderate 
in both cases, The crop results show barley to be plentiful 
in Northern districts, almonds good with steady sales to 
England and France, soft wheat fairly large but hard wheat 
scarce, and little maize will be available for export owing to 
local consumption needs, All seed crops are small. 


The United States 


The war-clouds over Central Europe have to a large 
extent overshadowed the improvement in business conditions 
here. Early in July two of the leading business indexes stood 
at 69-8 and 52:5, and the most recent figures are 82 and 61-2 
respectively. Consumers’ goods industries are making satis- 
factory progress, and so are miscellaneous manufactures, but 
an advance is needed in the heavy industries, particularly in 
construction. At the moment, residential building appears 
to be making some progress, but this does not entail the 
large-scale employment, which is afforded by other types of 
construction. Some non-residential construction may be under- 
taken as public works as a relief, but a real effective demand 
is not yet apparent. 

Until about the middle of August there was very little 
buying interest in raw sugar on the part of refiners, but later 
prices hardened. Refiners have recently advanced their price 
to $4.60. Exports of refined sugar from the United States 
for the first seven months of 1938 totalled 28,541 tons, com- 
pared with 38,723 tons during the like period of 1937. The 
crude rubber market had a period of strength in the second half 
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of August. Reports from the Cleveland district indicate 
that tyre manufacturers’ stocks in hand are about 30 per cent. 
under those of a year ago. The consumption of crude rubber 
during August was almost.20 per cent.tmore.than in July. 

No substantial change in the refined Copper quotation 
is expected for some time.. As regards the foreign market, 
this country operates very largely as a refining point, re- 
exporting after treatment copper ores imported from abroad. 
Busine$s in lead and zinc has been moderate. The tinplate 
industry is operating at about 30 to 35 per cent. of capacity, 
with the result that demand for tin remains rather poor. 

Compared with the 70 furnaces working on July rst, 
there were 89 furnaces in blast on September rst.. Output 
of pig-iron for August amounted to 1,493,995 tons, a daily 
average of 48,193 tons, practically 24 per cent. better than 
the July figure. Production of steel ingots at 2,546,988 
represents nearly 43 per cent. of mill capacity, or roughly 
one-third better than in July. After some months of hand- 
to-mouth buying, the steel industry is disposed to be 
optimistic. 

Against last season's cotton the Department -of Agriculture 
. made loans on the basis of 9 cents per pound for {ths inch 
middling cotton. According to an announcement made a 
.few days ago, the advance this season will be at the standard 
rate of 8:30 cents per pound. The Department's estimate 
of this season's crop, based on condition as on September rst, 
is 11,825,000 bales, which corresponds very closely with the 
average of private forecasts. With cotton mills all over the 
world working on lowered schedules and likely to continue 
..—So doing as long as they are unable to dispose of even this 

small production, the outlook is not particularly encouraging 

for the cotton grower. 


South America | 
From the Bank of London & South America Limited 


Argentina.—Yhe wheat market was weak early in Sep- 
tember, but it has since become firmer, as it is thought that 
the effects of the present world abundance of wheat have been 
discounted. The small size of this year's maize crop has 
failed to help prices. A new anti-dumping bill has been 
introduced to assist home manufacturing industries. This 


519 


may be of slight assistance to British exporters, and it arises 
out of an anti-dumping agitation directed against Japanese, 
Italian and German goods. There has lately*been a marked 
diminution in arrivals of Japanese cotton goods, largely because 
the Argentine market is now overstocked. Manchester 
shippers are perhaps suffering less than their competitors from 
the trade recession. Argentine exports for the figst eight 
months of 1938 were 929 million pesos, compared with a 
parallel figure for 1937 of 1,713 million pesos. i 


Brazil—The Rio coffee market remained firm during 
" odis but has since weakened. The cotton market 
is dull. . 


Chile.—Winter sheep losses have been unusually small, 
and a heavy wool clip is now assured. The wheat market 
has been firm, and additional wheat import permits have been 
refused. The foreign exchange situation is a little easier, but 
sufficient cover is still not available for all requirements. 


Japan 


A cable states that while export trade remains moderate 
there has been a seasonal improvement. The August trade 
returns showed an export surplus of 53 million yen, exports 
being 259 million and imports 206 millions. Wholesale prices 
fell by one per cent. between July and August, and the latest 
cost-of-living index only shows an increase of o:6 per cent. 
The share price index has risen by 4:5 points. Government 
disbursements have been resumed and money is easier. The 
currency expansion has been checked. The rice crop has 
been injured by typhoons, and prospects are not good. 
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Statistics 

BANK OF ENGLAND 
Issue Department ; i 


| Other E MN 
Note Govt. Other Silver Fiduciary 
Circulation. Debt. eee. Securities.| Coin. Issue, Gold. 


SN ett E Me | nt | m || ÁÓÓÁ——"——Á | ———— m Ó || Án — MÀ 


£ + + a » » . 
End March, 1931 357-1 11-0 | 232-0 12-9 4-0 260-0 144.5 
i » 2932] 360-5 11-0 240-9 19:3 8:8 275.0 120-8 
” ,9 1934 | 378-8 
^» wy 1956 406: 5 











T yw 19357 | 475-8 11-0 187-0 2:0 — 200-0 513-7 
” » 1938) 485-4 11-0 188-2 0-8 — 200-0 526: 4 
sept.14, 1938 | 478-6 11-0 188.4 0:5 — 200-0 326:4 
Sept. 21, 1938 | 479-2 11:0 188-3 0:6 — 200-0 326:4 











Banking Department ° 








fags 
; Govt. {Discounts} Other 
Public | Bankers’ | Other Propor- 
Deposits. | Deposits. | Deposits poc cs zo Reserve. tion, 
£ mn. £ mn. £ mn. £ mn. £ mn, £ mn. £ mn, 95 
End March, 1931 | 17-2 58-8 44.7 30-3 | 24-6 | 25-7 | 48-35 43:6 


» 9» 41932, 2-2 54-6 344 35:7 | 11-7 | 51-1 | 35:9 | 30-9 
» n»n 4934] I7°5 94-5 36-9 77-1; 5:6 | 11-0 | 75-4 || 49-2 
» » 4936] 18:0 83-6 37-0 80-3 | 5-0 | 167 | 549 | 39:6 
» n»n 1837| 52-2 62:3 38-5 | 100°5 | 7-1 | 22:9 | 40:8 || 27-7 
» n» 4938) IT-8 | 108-1 37°4 | 110:8 | 8:7 | 20-2 | 41-8 || 25:6 








————  [ o——— E ÓAÀ€———XÁ [mnn nm È E a —M MH — 


Sept. 14, 1938 | 21:6 99-6 36:4 98-5 | 5:9 | 22:1 | 49:5 | 31:2 
Sept. 21, | 1938 | 18-4 | 100-9 sa | 





LONDON CLEARING BANKS (monthly averages) 
Call 





Accept- 


Balances 
; ances and . Invest- 
Deposits. | Guaran= Cash. HUM Short Bilis, ments, | Advances. 
tees, etc. ques, Money 


£ mn. e £ mn. . A £ mn à £ mn. 

March, 1931 | 1,7639 | 121:5 | 184-0 | 45:5 | 114.1 | 240-4 | 311-1 | 936-1 
5» 14932 | 1076-4 98-7 | 174-0 | 43-4 | 112-5 | 216-8 | 281-9 | 902-2 

» 19354 | 1,830°6 | 112-8 | 218-9 | 45:5 | 120-4 | 202:1 | 547-1 | 753-0 

»  1936* 2,108-3 | 105-2 | 216-7 | 53-8 | 162-4 | 252-0 | 635-1 | 849-2 

» 1937*| 2,244-2 | 122-5 | 225-8.| 62-7 | 1698 | 247-8 | 667:4 | 934-4 

» 1938% 2,255-7 | 112.0 | 244-2 | 59-1 | 150-4 | 238-6 | 634-0 | 995-2 


ens iii — i — | M €—— | —— | RB i | Ó— ÀÀ———— || —MÀÓMÓ—— —- 


July, |1938*| 2,509-0 | 115-1 | 244-2 | 59-1 | 158-8 | 301°5 | 633-1 | 980-1 
August, 1938*| 2,298-1 | 115-7 | 241:0 | 55-4 | 153-1 | 304.7 | 641-5 | 970-3 


LITA AD RET NONU UBI TRENT TIT OU PURD SERERE E UP PT VETE SEEN QUNM RC E "t IEG NECS NT MH ETB CURRERE CDM: 1 Mtr TIE EAM D TSI Mtt GS ET ut 


* Includes the District Bank. 
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LONDON BANKERS' CLEARING HOUSE RETURNS 





Town  '| Metropolitan Country 











Clearing Clearing Clearing Total 
1330... «| 38d EE 294 | 45,555 
1931... Sa T 31,816 1,668 2,192 56,236 
1932 ... - is 27,834 1,610 2,668 32,112 
1933 ... T nt i» 27,115 1657 1 2,766 5Q158 
1934 ... T 2 30,740 1,760 2,984 $5,484 
1935... — 32,444 1,887 . 3,229 37,560 
1936 ... ID ii 55,039 2,040 5,538 40,617 
MOST sce, ues um 36,719 2,162 3,805 42,686 
1937 to Sept. 22 ...  ...| 27,043 1576 | 2,761 | 31,380 
1938 to Sept. 2l ... as 24,450 1,507 2,668 28,625 
1937, 4 weeks to Sept. 22... 2,453 145 274 2,012 
1958, 4 weeks to Sept. 21... 2,473 136 254 2,863 
BANKERS' PROVINCIAL CLEARING RETURNS 
Mar., | Mar, | Mar, | Mar, | Mar., | Mar, | Mar., | July, | Aug., 
1929 | 1932 | 1934 | 1935 | 1936 | 1937 | 1958 | 1938 | 1938 
Birmingham 11-9 j 9-0 ELEC E 9-6 ELA. are “06 ed E 8-2 
Bradford 5:9 ó*4 4:2 3:8 4.7 4:6 $6 ó:4 3:0 
Bristol — ... 5:5 4-9 5:4 4:9 5-5 5:5 5-9 5:6 5.2 
Hull... ass 4-0 5:0 3°2 32 3°4 4-0 4-0 3:7 34 
Leeds 4:4 5:8 4:4 4°3 5:9 4°8 4°3 4-5 32 
Leicester ... 5°6 ól 3°35 2:8 31 3°35 33 3°5 2:5 
Liverpool ... | 34-2 | 25:6| 26:8| 25-8] 27T:5| 35:8 | 24-8| 235-9 | 20-1 
Manchester... | 58-.0| 42:5, 46:1] 428| 449, 50.7] 44-0} 39:6 | 36:2 
Newcastle-on- | 
Tyne... 6°5 5-7 6°9 5°5 5.7 6-3 6:9 6-5 5*8 
Nottingham 2:8 1:9 2:0 2:0 2:1 2:5 2*5 2:3 1:8 
Sheffield 4-6 5 3:6 35-4 4-3 6-0 4-8 4-8 5:9 


biana aaa aaa Saa | — —M— aa | ————— [D —— oa 


106-2 | 117-2 | 108:1 | 115-8 | 134-6 | 114-5 | 109-8 
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LONDON AND NEW YORK MONEY RATES 











LONDON New YORK 
! Treasury Bills A 
Bank |... .. .. (| 3 Months’ Short : Call. | Accept- 
Rate Tender} Market Bank Bills Loans discount} Money | ances 
Rate Rate 
Percent. Percent. Per cent, | Percent. | Percent, i! Per cent. | Per cent. | Per cent. 
End March, 1931 | 3 |21 | 2454-28 fao 2-24 2 1} li 
” n 1932 S$ | 25, 1 21-21 2-3 21 2% 
» yp 1984 | 2 |a| £t Ho | H 1 $ 
o» G, 1936 | 2 |p fs | HR Poo 
3? H 1937 2 i $ Ts i-1l l rt 
Aug, 24th, 1938 | 2 |. 4 i "m 4-1 1 à 
Sept. 21st, 1938 | 2 15 H- | iis 4-1 l 1 











FOREIGN EXCHANGES 


1936 "1937 | 1938 








London 
ME Sept. 30 | Sept.29 | Aug. 24 | Aug. 31 | Sept.7 | Sept. 14 | Sept. 21 

New York— 

(a) Spot... 4-943 4.9413; 4882, 4-853 | 820] ETI 4825 
(b) 3 months || ljc. dis. | Hc. pm. | Hc. pm. | $c. pm. | lic. pm. | lic. pm. | 18c. pm. 
Montreal e| 494 | 4942 | 4.898 | 4-864 | 483} | 4-822 | 4846 
aris-— 

(à Spot... | nq. 14433 | 17834 | 1788 | 1782; 1785. | 178} 


of. months n. q. Fr.104 dis.| Fr.3514dis.| Fr.318dis.| Fr.315 dis. | Fr.dgdis. | Fr.4$ dis. 
(a) Official... 12:57% 12: 324 12-174 | 12:124 | 12:04 11:97 12-06 
(b) Registered 
Marks | 49% dis. | 452% dis. |564% dis.58294 dis.) 582% dis. | 62296dis. 62295 dis. 
-98 8.951 | 8-921 :924,| 8-928 8-92 8-92; 


Brussels ve | 29:30 29°38 28-93} | 28:784} | 28-62% 28° 36 28 +58} 


Milan ... sss n. q. 94 921 921 9133 914 91$ 
Zurich e. | 21-514 21:54 21:30: | 21:291 | 21-30% 21-272 | 21-283 
Stockholm  ... 19-394 19:394 19-594 | 19-394 | 19-394 19-393 | 19-39} 
Madrid ges 1. q. 80* 150* 150* 150* 150* 150* 
Prague ^. || 122 1413 1413 1403 1398 1394 140 
Buenos Aires— 

(a) Export ... 15 15 15 15 15 15 15 

(b) Ymport ... 17:00 16:00 16-00 16-00 16-00 16-00 16-00 

(c) Free... 17-62 16-57 19-02 19-01 19-08 19-02 19-01 
Rio de Janeiro— 


Prov. Deposit 


Rate || 859000 78$000 | 899350 | 888850 888300 878790 | 883000 
Valparaiso... || 1314* 12334* 122* 122* 122* 120* 120* 
Bombay .. | i1l8jd. 184d. l73id. | 173gd. | 17$3d. 1733d. | 1728d. 
Hong Kong ... || 14%d. 15d. 15d. 15d. 15d. 15d. 15d. 
Kobe ... iie 1/2 1/2 1/2 1/2 1/2 1/2 1/2 
Shanghai .. | 148d. 144,d. 84d. 81d. 83d. 8id. Sid. 


— ie | a nS | Dc MC Megan TE [Do THe 





Gold price... || 140s. 2d, | 140s. 7d. | 142s. 6d. 143s. $id.| 144s. ld. |l44s. lld.|144s. Od. 
Silver price ... || 19gd. 192d, | 191d. | 191d. | 19d. | 19gd. | 191d. 


mut MEM C —————mann—— —— — À ———— ———!'/Y—À—— ÀÁ————ÀM —(n— — n — GÀ 
* Nominal. 
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PUBLIC REVENUE .AND EXPENDITURE 


+ 


REVENUE— 

Income lax e see V 

Sur- Tax : vis 

Estate Duties... s 

Stamps wea T ais 

National Defence Contribution 

Customs bee xis eae 

Excise is us vis 

Motor Vehicle Duties 
(Exchequer Share) qu 

Other Tax Revenue ... eee 


Total Tax Revenue ... FRE 


Post Office (Net Receipt) ... 
Crown Lands "A oe 
Receipts from Sundry Loans 
Miscellaneous Receipts ane 


Total Non-Tax Revenue vis 


Total Ordinary Revenue 
Post Office... ae 
Road Fund 


Total Self-balancing Revenue... 


EXPENDITURE— 
National Debt Interest zu 
Payments to N. Ireland 
Other Cons. Fund Services... 
Post Office Fund  ... 
Supply Services 


t? 


Total Ordinary Expenditure ... 


Sinking Fund ... bes bx 


Self-balancing Expenditure 
(as per contra) is 


1937-8 


1934-5 | 1935-6 | 1936-7 | 1957-8 to 








£ mn. [ mn. | £ mn. 


32-7* | 34-6* | 8 
17 | 17| 0 
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1938-9 
to 


* {Sept. 18) Sept. 17 


Mn aba rr | M — — | — MÀ M | MM MÀ Hr À | ree M | n M M MÀ MW 


tinis ETE mentis j| eorr ima ees | BÓ —————— | MM ———À—Á—— Ó€—  —À ———ummmia at. | M ÉÁáÁÀÀ—ÀÀÀ 


783-1 | 84f-3 | 276-9 
11-0 | 10-5 8-2 
1-4 1:3 0-6 
4-5 5-2 3-4 
24-6 | 13:5 3-8 


a iiie en MÀ Qv Ó—— — nsa drÜ— | € — M ái AP | MMMM— HX | LLANE | HH MM ——— Án ÀMnÓ 


ame — et Aint Frappr 


a aee —— | M ÁÁÀ—— 
reset e iini | n —————ÀÁ | MM Á—Á—— I—À——" | a ntt 


^ astris, | mit nar rm re d iP Pa] Mem 


210-9 | 216-2 | 106-4 
8-0 8:9 ol 
ó:2 ol 1:5 
0-4 xm a 

594°7* | 605:0* | 271-2* 


811-2 | 835-2 | 382-2 


aratri —— a | 9 ——— | a ns A aad 


rian 
| i | M — —À | ———— | —— 


88-2 


91:9 


71-9 76:1 30-7 


ba°3 


* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-37, 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
Coal Pig-Iron Steel 
Total 1913 cue €. “ena Br M ir vus 
, 1925 . 0 . 243-2 6,262 7,385 
» .1929 E. dn. cun 251-9 7,589 9,636 
e 199 00 0 se 243-9 6,192 7,326 
„ 13 d due us 219-5 3,773 5,203 
v. 1982 09e Oe 208-7 3,574 5,261 
», 1938 ae MÀ 207-1 4,136 7,024 
» 1934 Qi. ise ud 221-0 5,969 . 8,850 
„ 1935 me uu. s 222-9 6,426 9,842 
» 1936 e ae. 228-5 7,686 11,705 
» 1937 a € e 241-2 8,497 12,964 
Total to August, 1937  ... Em 158-0 5,453 8,385 
Total to August, 1938  ... you 150-7 4,956 7,268 
BOARD OF TRADE PRODUCTION INDEX NUMBER f 
(1930 = 100) 
Complete Year 1957 . 1938 








1936. | 1937. | 2nd Qr. 3rd Qr. 4th Qr. | Ist Qr. 2nd Qr. 


leant | tQ ÁMÓá—MÀMÓ | M — | MÀÓ——MÀ | ———MMn s | — "ÜÁÀáÀ——— | HÀ Ai s® 


Mines and Quarries ... vse | 9*4; S98;100.5]| 95-6 1035-9 | 1074-0 |. 89-4 
Iron and Steel es wee | 150-1 | 166:6 | 165-6 | 165:5 | 177-3 | 168.4 | 131-7 
WNon-Ferrous Metals ... — ... | 143-8 | 165°3 | 166-7 | 173:3 | 166-2 | 153-3 | 147-2 
Engineering and Shipbuilding | 125-3 | 136-3 | 138-2 | 134-9 | 135-3 | 132-7 | 128-8 
Building Materials and Building | 157-1 | 153-2 | 155-9 | 160-3 | 148-3 | 146-1 | 153-4 
Textiles see wees wee | 12604 | 129-6 | 135-1 | 127-5 | 125-8 | 116-9 | 106-4 
* Chemicals, Oils, etc. ... — ... | 115:4 | 124-5 | 126-4 | 123-8 | 125-5 | 123-5 | 117-4 
Leather and Boots and Shoes 120-7 | 118-9 | 121-3 | 117-7 | 115-7 | 119:5 | 109-7 
Food, Drink and Tobacco ...| 114-5 | 119-9 | 124-9 | 120-3 | 123-2 | 116-0 | 123-6 





Se ES SAN FT FY E —————ÓÀ t ——— | a p — 


Total® s. oe vee wee | 124-6 | 133-1 | 133-8 | 130-4 | 136-6 | 132-4 | 122-1 
Í Sos 


* Includes paper and printing, gas and electricity, rubber, cement and tiles. 
+ Revised quarterly by the Board of Trade, * 
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UNEMPLOYMENT 
(a) Percentage of Insured Workers 
Date 1929 1931 1932 1934 | 1935 1936 1937 1938 
s » 8 
End of— J 
. January 12°3 21°5 22:4 18-6 17-6 16:2 12-4 13:3* 
^ February ie.1 21:1 22:0 18-1 17-5 15:3 12-0 i13-2* 
. March 10-0 21:5 20:8 17-2 16-4 14:2 11:6 12.9* 
April 9-8 20-9 2l:4 16-6 15-6 15-6 10:5 12:9* 
May 9.7 | 20-8 | 22:1 16-2 15:5 12-8 | 10-9 13-0* 
June 9-6 21:2 22:2 16-4 , 15-4 12-8 10-0 13-4* 
july 9-7 | 22-0 | 22-8 | 16-7 | 153 | 12-4 | 10i | 13-3* . 
August 9*9 22:0 25-0 15-5 14-9 12-0 :9 13:0* 
September | 10-0 22°6 22-8 16:1 15:0 12-1 eu 
October 10-3 21-9 | 21:9 16-3 | 145 4 12-0 | 10:2* 
November 10-9 21:4 22-2 16-3 14°5 12°0 11-0* 
December i 11-0 20-9 21-7 16-0 14-1 12-0 12-2* 


* New Basis. 
(b) Actual Numbers Employed and Unemployed (in thousands) 





Mar., | Mar., | Mar., | Mar, | Aug., | Mar., | July, | Aug., 
1932 | 1935 | 1936 | 1937 | 1937 | 1938 | 1938 | 1938 


et e tems mcm | a, Eel nd [bna s O 


Number employed ... | 9,549 | 10,200 | 10,689 |11,510 |11,562 (11,380 | 11,371 |11,402 


Wholly unemployed 2,129 | 1,727 | 1,551 | 1,330 | 1,081 1,2275 | 1,273 

















Temporarily stopped 421 324 240 170 209 481 447 
Normally in casual 
employment is 104 92 88 75 67 63 60 

















Total unemployed ... | 2,660 | 2,143 | 1,879 | 1,576 | 1,357 | 1,764 | 1,819 | 1,780 








RAILWAY TRAFFIC RECEIPTS 





Four weeks ended Aggregate for 33 weeks 
Sept. 19, 1937 Sept. 18, 1938 1937 1938 


Pas- Pas- Pas- Pas- 
sengers | C995 | sengers | 9935 | sengers | Goods | cengers | Goods 


M — M e Matataean. | oet — Ó—M— | À—À M Ó—M— | MM" À—)m— | M ——— — |— de CÓ [e———— 


Great Western e. | 84 | 11-4 8-3 | 10-7 1-0 1:3 1-0 1-1 
London & North 


Eastern* ... sit 35:0 21:5 12:9 20:2 1:6 2*4 1:5 2:0 
London Midland & 

Scottish... wee 119-9 21:4 19.9 25.7 2-3 35:0 2-4 2:7 
Southern... eee | 12:5 3-4 | 12:5 3.5 1:5 0:4 1:5 0:4 
Total... "s n. | 53:8 | 63-7 | 53°6 |599 6:4 7-0 6-4 6-2 


* The London & North Eastern Railway Returns are made up a day earlier each week 
than the other lines, 
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RETAIL TRADE ` 
(from the Board of Trade Journal) 


Change in value since same date in previous year 


Ë August, | August, | August, July, August, 
\ 1935 1936 1937 1938 1938 
By CATEGORIES: Great Britain 96 95 of "9 9, 


Total e... eae lies | 47 | TA | 4+ 6-7 | + 3-6 | + 28 
Fodfi and Perishables ... e ... | + 7-1 | + 88 | + 83 | + 45 | + 4-5 


Other Merchandise ... wef $19 ij 7o | +46 i14 28 | 4+ 0-4 
of which : 
Piece-goods* ...  ... wl —- 47 |— 16 |+ 62 | — 23 | — 5-0 
(i) Household Goods w | — 70 | + 355 |} +42 | ~ 102 | — 5-0 
» 
(ii) Dress Materials... — ...| — 29 | — 63 |+ 78 | —31 | — 5:1 


Women’s Wear* e 4| — OF [+91 | 4+ T3 | 4-75 | + 63 


(i) Fashion Departments ... | + 1-7 | +129 |+ 1-8 | 4+10°5 | 410-1 
(ii) Girls’ and Children's Wear | — 4-0 | +15°5 | 4+ 7-8 | + 5:9 | + 5:5 
(iii) Fancy Drapery ... | ..| — 1:0 |+ 41 | 4105 |+ 4-0 | + 1:6 
Men's and Boys’ Wear w(t 57 |-50 14+ 63 +21 | + O17 
Boots and Shoes es o | 24 4B | +103 | + 5-4 [B 61 | + 4 
Furnishing Departments of +12 1474 (430 | —33 | —49 
Hardware "T ess wef + 21 1+ 13 | +21 | -5-2 | — 6-2 
Fancy Goods ... - awe | + 76 | + 2:1 | + 2-9 Nil — 2:9 
Sports and Travel ... «| — 30 | —3-9 | —3-6 | — 5-3 | — 5:5 
Miscellaneous and Unallocated | — 3:4 | 418-1 |+ 12 | +45 | - 1-4 
^ “Be ARBAS= = —— (qd ^4 BRE 
All Categories— 
Scotland oh iss oft 2 |439 | +49 |.- T-0 1 4- 5:9 
North-East ... NT ids — — +83 |-p 42 +21 
North-West ... "^ us — pd +68 |-- 2:9 |+ 2:1 
Midlands & South Wales ... — so +912 14+ 4-3 | 4+ 355 
South of England ... e| +659 |4+ 7:9 $4 7-4 | +44 | 4 3-6 
London, Central & West End| — 2-5 | + 4-8 | + 2:1 | — 2:7 — 47 


London, Suburban... . ... | + 5-8 | 410-4 | + 5-3 | + 5-4. | + 4-4 


* Including some goods which cannot be allocated to sub-headings. 
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OVERSEAS TRADE 








» IMPORTS EXPORTS 
M Date Mlanu- Manu- 
Raw 
Food ae faotred Total Foo Materials «om "Total 
© 

Monthly Average- gmn. | £mn. | £ mn. | £ mn. | £mn. | £mn. | £ mn. | £mn. 

1929 i eee 44-6 28:5 27:9 | 101-7 4-6 6:6 47:8 60-8 

1930 T aes 39°6 20-9 25:6 87-0 5-3 5°3 àp: 7 47-6 

1931 TA er 34°7 14°4 21-8 71-8 3-0 4*9 24. 3 42-6 

1932 aes Mx ól:1 13°7 13°1 58-5 |e 2-7 5*6 25:9 | 30:4 
1933 ets ane 28°53 | 15-0} 12:6) 56-3] 24 3°8 24°4 | $306" 

1934 dus ak 28:9 17:5 14.3 61-0 2*5 4.0 |. 25-4 435-0 

1935 dus sks 29°6 17-4 15-4 65-0] 2-6 4-4 27°4 35.5 

1936 e wee | 319] 207] 177| 70-7| $0 |e43 | 28:4 | 367 

1937 Ses -— 36:0| 26-3) 22:9] 857| $2 5.4 33°7 | 4355 

August, 1937 voa 54.8 26-7 24-7 86-7 $0 953 33-4 | 42-5 

August, 1938 es 35.1 20-3 18-0 74-1 4*5 28-0 à6* 3 





SOME LEADING IMPORTS 





Iron Ore Hides Iron and 
Date Wheat | and | Raw | Raw |wetand| Wood | Rubber | Steel 
Scrap Cotton Wool Dry Pulp Manu- 


factures 























(thous. | (thous. (thous. 
. ; (thous, | (thous, jcentals of |centals of| (thous. | (thous. |centalsof| (thous. 
Monthly Average- cwts.) | tons) | 1001bs.)| 1001bs.) cwts.) | tons) | 100 1bs.)} tons) 
E ia 9,414 | 480 1,285 | 678 98 137 330 255 


1930 ds ..| 8,731 | 363 | LO1L | 652 108 128 526 243 
1931 $2 .. | 9,952 | 185 989 | 707 LOS 122 237 237 
1932 ese ..| 8803 | 159 | 1,048 | ‘765 105 153 176 133 
1933 “ae ... | 9,466 | 234 | 1,169 | 793 120 162 189 81 
1934 eui ..| 9552| 392 | 1,052 657 116 187 395 114 
1935 — a. | 8435 | 415 | 1,060; 720 141 185 325 96 
1936 zs ..]| 8,401 | 587 1,289 | 762 157 198 116 124 
1937 ius ..| 8,074 | 669 1,982 | 653 157 149 294 170 
August, 1937 ..| 8,588 | 691 645 | 374 217 172 414 213 
August, 1938 ... {10,653 | 377 942 | 463 154 140 334 5l 





SOME LEADING EXPORTS 





Iron | Machin-] Cotton | COHN | woollen | Worsted | Motor 


Date Coal ane. ery Yarns Sasa Tissues | Tissues | Cars 
thous, thou thous, mil. us. o 
Monthly Average pum og e) Coi E yds.) s yds) Du vds) (number) 
T ^» | 5,022 365 47 11-8 306 9,016 | 3,490 n 

1930 eee owe | 4,573 263 40 11-1 201 6,587 | 2,893 | 1,602 
1931 eee vw | 5,068 165 27 11-4 143 4,694 | 2,479 | 1,429 
1932 ves wee | 5,242 157 25 15-9 183 4,461 | 2,358 | 2,246 
1933 idw jew | 5,090 160 23 15°8 169 5,110 | 2,741 | 2,821 
1934 -— iss | 5,005 188 28 10:9 166 5,745 | 2,772 | 2,904 
1935 ese e. | 3,226 193 32 11:8 162 5,954 | 5,205 | 3,659 
$1936 - sss «a. | 2,878 184 32 12-6 160 6,525 | 3,304 | 4,268 
E A937 ane aa | 20,000 215 37 13-3 160 6,653 | 5,585 | 4,468 
- "August, 1937 eve | 5,529 201 35 13: 162 8,577 | 4,145 | 4,588 


3-6 
August, 1928  %.. 2,865 | 135 34 9-0| 108 | 6,443 | 3,160 | 1,950 
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PRICES . ig 
Ed 1. SALE PRICES 
2 E . Index Number (Sept. 16th, 1931 =100) 
Date et at tt tte tt ttt ——9— 
U.K. U.S.A. France Italy Germany 
Average 1929 ... . 139-4 . 196.1 - 
1931 ... 103.5 1019 - 
1932 .. ase 89-3 88-7. 
1933 ... 93-7 85.7 
34 ... 11-1 90-4 
e 1935 a e . 120-3 93-5 
1936 4. — ... 121-4 . . 95-6 
1937 ... (6 | 131-5 : 97-3 
End Aug., 1937 . 133-0 . ` 98-1 
» Sept, 1937 131-5 97-6 
» Aug. 1938 vis i 116-6 . 97-4 
» Sept, 1938 . 117-2 97-0 





Sources: UE. “ Financial Times"; U.S.A, Irving Fisher; France, Statistique 
Générale; ; Italy, Italian Chamber of "Commerce ; ; Germany, Statistiche Reichsamt, 


2. RETAIL PRICES (cost of living) 





: Rent Fuel Other All 

Date Food | (including | Clothing and 

i Rates) Light 
End of 1929 .. 51 52 115 75 
1931 ee 31 54 90 75 

1932 ane 23 55 85 70-75 

1933 eœ 24 56 85 70-15 

1934 e 25 56 85-90 70-75 
1935  ... 31 58 85 75 

1936 e 36 59 90-95 75-80 

End Aug., 1957... 40 59 105 75-80 

^o» July, 1938... 41. 60 110 75-80 
» Aug., 1938... 40 60 110 80 





The figures represent the percentage increase above July, 1914, which is equal to 100, 
3. COMMODITY PRICES (average for month) 



























i rt Suga Cotton Wool | Pig-Iron, Tin Rubber 
Date N. Centrifugals American 64's Cleveland Standard Plantation 
Manitoba K. Middling | tops avge, Cas Sheet 
per qr per eue per a per "s per a per oo per Ib. 
in Average 1929 . 54 OF 9 OF; 10-29 384 203518 10} 
: es “te - 1931 ... 28 2i 6 ‘ 1184 3$ 
nage -1932 30 6| 5 9i| 529 | 224 136,35 Obs 
1933 ... | 28 2 5 5-53 | 2848 19418 34 
CO - 1934 ... | 30 11 4 8i b*66 | 3028 250 6 
UM 1935 .. | 34 3} 4 8 6-69 28 2251$ 5H 
*. 1936 ... 38 0 4 8i 6:67 bas 204438 7233 
‘1937 ... | 53 11} 6 42% 6-37 | 352; 243, 9$ 
Aug., 1957  ...| 5l 24 6 6i 5.88 385 264.5. 8% 
July, 1938 ..] 4l 73 S i 19332 748 


Aug. 1938 — .. 36 5i 
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* *The Bank publishes from time to time in this 
MosrHLY RrviEw signed articles by exponents of 
different theories on questions of public interest. 
Ihe Bank is not necessarily in agreement with 
the views expressed in these articles. 


India: Financial and Economic Progress 


By Sir Stanley Reed, K.B.E., LL.D., M.P. 


HREE decades ago a small Committee sat in London 

to consider how the public works urgently required in 

India could be financed. It reported that the amount 
of money which could with advantage be spent on railway 
development was limited only by the supply of capital available. 
After examining every source it came to the conclusion that 
the maximum sum which could be relied on was twelve millions 
sterling per annum, and this was reached only by a raid on 
the Gold Standard Reserve—the Reserve accumulated from 
the profit 1n the coining of token silver rupees, and held as a 
reservoir against a demand for gold remittances from India. 
Between the years 1921—22 and 1936-37 the capital expenditure 
of the Central Government on Railways rose from Rs.544°31 
crores* to Rs.788-88 crores. A change so far-reaching, and, 
moreover, a change reflected 1n every other branch of economic 
activity in the country, may repay examination; it may be 
summarised in a sentence. In this generation India has 


* One rupee equals 1s. 6d. 
One lakh 5» 100,000 rupees (£7,500). , 
One crore ,, 100 lakhs (£750,000). 
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developed from. a land where every development enterprise 
was handicapped by a shortage of capital into one where 
the.supply of capital is in excess of the opportunities of con- 
servative investment. J 

_ It is almost impossible to recapture tHe conditions which 
existed forty years ago. The currency was the silver rupee. 
That had been given a relative stability at one shilling and 
fourpence to the pound sterling through the policy pursued 
since the Fowler Committee recommerided this ratio and the 
Government adopted it. The legacy of Exchange fluctuations 
persisted, and London was chary of lending, money to India, 
who has never defaulted on a shilling of her debt. The 
circulation of the Paper Currency was hampered by outworn 
restrictions, and if any criticism is offered of the financial 
policy of the day it is that the authorities, in India and in 
London, were too jealous of the interests of the taxpayer to pay 
a remunerative price for market money. In the result, a 
country crying out for development was starved. Every public 
work was considered not in relation to the needs of the 
community, but in the light of the capital sum likely to be 
available. Urgent railway lines: and irrigation works were 
postponed for years; often if commenced their completion 
was indefinitely delayed owing to a shortage of loan money, 
thus adding largely to the cost. In the field of private 
enterprise progress was even more restricted. India is, and 
must always remain, an agricultural country. Yet there is 
immense scope for industrial development to supply the needs 
of 353 millions of people. In the early days of this growth 
two industries were specially favoured—jute in Bengal, drawing 
its raw material from the only source in the world, and the | 
cotton textile industry, with the immense cotton fields behind 
it, and a community which, owing to climatic conditions, is 
a great consumer of cotton goods. Yet so timid was capital 
that the nascent industrialist had to go cap in hand to his friends 
to raise a few lakhs of rupees; as soon as an asset was created 
it had to be mortgaged to debenture holders, or working 
capital borrowed on short terms, to carry on. I can well 
recall the pride with which the then Finance Minister announced 
that he had borrowed five and a half crores of rupees in a single 
year, and the astonishment created when the first iron and 
steel works, and the hydroelectric enterprises in Western 
India, having been hawked unsuccessfully round London and 
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New York, were ultimately financed by Indian capital. Yet 
all these years India was accumulating large resources through 
a favourable balance of trade; for many years these took 
the form ‘of sivi, afterwards of gold, which disappeared 
into the ground. W'hese reserves were often nysdescribed : 
as hoards, More correctly they represented ‘ “a store of 
value," held in bullion because of the legacy of generations 
of insecurity. 

The forces leading to this remarkable change are, of 
course, many, and only a few can be indicated here. The 
first necessity was tọ mobilise the immense resources lying 
inert in these büllion stores of value. A step forward was 
taken when the Paper Currency was made freely encashable 
all over the country, people being thus weaned from an almost 
general dependence on bulky coined rupees. Then the 
introduction of loans with a fixed term of redemption and 
at interest rates proportionate to the market price of money - 
gave Government securities a popularity unattainable by low 
interest-bearing securities, without any fixed period. Yet 
another useful movement was the utilisation of idle money. 
A quondam feature of Indian finance was that money was in 
excessive demand when the crops were being moved—say 
from September to May—and unusable between seasons. 
By the issue of Treasury Bills and borrowings from the Banks, 
the Government raised at the peak RHs.irr crores—on 
March 31st, 1938, the total amount of Treasury bills outstanding 
with the public was Rs.18-11 crores only. The combined 
effect of these changes is that Indian credit stands so high 
that the Government has an ample command of capital; the 
anxiety of the market is less that the loans will be too ‘large 
than that they will be too small. 

This official policy has been supplemented by ancillary 
changes of a beneficial character. Formerly, India was 
divided into three banking areas, each controlled by a 
Presidency Bank—Bengal, Bombay and Madras. | These 
-wotked in watertight compartments and though custodians 
of Government funds their relations with officialdom were 
often of the most acrid character. The Government of the 
day went so far as to assert that it had no interest in the 
commercial effects of their practice, and when the market 
was desperately short of loan money locked up large sums 
in Reserve Treasuries. The War was a great educator ; ; dt 
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taught the two partners that their interests were identical 
and the three Presidency Banks were afterwards fused into - 
the Imperial Bank of India, thus pooling tlfe'resources of the 
country. No branch of Indian finance wag subjected to more 
vehement «riticism than the managenfent of the Paper 
Currency and The Gold Standard Reserve, and the extensive 
Exchange operations demanded by the Governmentes sterling 
obligations to meet what are called the Home Charges— 
interest on the sterling debt, pay and pensions in England; 
and purchases for the State Works. This long controversy 
was stilled when the whole of this big business was devolved 
on the Reserve Bank of India, by which it is managed on 
financial principles free from any drang from London or 
political influence. 

These developments were rounded off by the extension 
of banking facilities. It was one of the conditions of the new 
charter of the Imperial Bank that it should open one hundred 
new branches, and wherever a Branch is started it attracts 
deposits and provides an additional outlet for Government 
securities. Indian Banks, with rupee capital, have grown, 
tapping fresh fields. Their career has not been unchequered ; 
shortly before the War there was a purge, with disastrous 
results to the investor. The survivors are strong and play 
their own valued part in commercial and economic develop- 
ment. The mills have ground slowly; they have ground 
small. They have produced other, less apparent, but not 
less valuable grist. Whilst India does not vie with Great 
Britain in developing the small investor, and perhaps will 
never produce the colossal sum of two thousand five hundred 
millions sterling at which these holdings are estimated, still 
the investment habit is growing. It is specially marked in 
Western India, where it is not uncommon to find even single 
shares of one hundred rupees each in sound industrials held 
by individuals. No figures, so far as I know, reveal the small 
investments in Government Securities, but the statistics 
relating to the deposits in the Post Office Savings Banks 
and Cash Certificates are remarkable. They are specially 
noteworthy in demonstrating that they progressed through- 
out the worst years of the depression—a depression which 
hit India with special severity, because it is primarily an 
agricultural *country and raw materials suffered the greatest 
recession. . 
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Deposits in Post Office Savings Banks Cash Certificates 
March 31st, 1927 `...  Rs.29-51 crores Rs.26- 67 crores 
1952 ..  Rs,39:20 crores Rs.44- 58 crores 
147  ...  Rs.74-68 crores Rs.64- 40 crores 
" 19468 — .. | Rs.79-65 crores Rs.60- 21 crores 


. This does noù take account of deposits in «he Savings 
Branch of joint stock banks. When we consider the measure 
of illiteracy, and the difficulties sometimes experienced in 
the engashment of certificates and the withdrawal of deposits, 
and that India does not offer the wide field presented by the 
Building Societies, Penny Banks, Municipal Banks and other 
organisations in Britdin, these figures are of special significance 
as illustrating the spread of confidence and the healthy tendency 
to invest at intefest instead of in inert bullion. The figures 
are the more significant in relation to the very low rate of 
interest at which Government are able to borrow these sub- 
stantial sums—2 per cent. for Cash Certificates and 2 per cent. 
-in the Savings Banks. 

Turn now to the industrial field. Prior to the War 
India was substantially a Free Trade country, with a low 
tariff for revenue purposes. Indeed, it was something less 
than a Free Trade system, for when a small revenue duty was 
imposed on cotton textiles to meet pressing revenue needs, 
Lancashire was able, through political influence, to insist on 
a corresponding Excise on home-produced goods, and never 
did Excise better justify definition as a hateful tax. This 
was not from choice. Indian industrial sentiment was definitely 
protective, but the House of Commons imposed its uncom- 
promising Nay. It was not until after the War, and the 
amended constitution under the Act of roro came into force, 
that India was endowed with liberty of action in her fiscal 
policy, and launched on a policy of what was at first called 
" discriminating protection," though many think the word 
discriminating too moderate. With something in the nature 
of a monopoly—though that monopoly is impinged upon 
by the use of paper bags where gunnies were once universal 
—the jute industry was able to stand firmly up to the blasts 
of foreign competition. Far otherwise was it with the cotton 
textile manufacturer, exposed to the full force of imports from 
Britain, Italy, and later, in its most sinister form, Japan. Under 
a protective policy the manufacturing power of India has 
rapidly developed, and a brief survey of the principal industries 
will show the progress which places the country amongst 
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the great industrial nations of the world so classed at the 
International Labour Office. 
| I. Corron ManurACTURES, 

- India ranks second only to the Unitey States of America 
both as a producer and as an exporter of raw cotton, As a 
manufacturer it gives pride of place only to the United States, 
Japan and the United Kingdom. 5 

No industry in India has shown more remarkable expansion , 
than that associated with cotton textiles. Started in Calcutta, 
it found its chief development in Bombay, at first mainly 
engaged in the production of low counts of yarn for the Japan 
and China markets, for which an abundant supply of short- 
stapled cotton was available. With the closing of the Japan 
market and the capture of the China trade by Japan, spinners 
were forced to turn to the Home consumer, and important 
changes supervened. Whilst Bombay is well situated for the 
Overseas trade, it is not so well circumstanced in relation to 
the Home Market, and the tendency is for development to 
move into the interior, so as to be nearer the source of the 
raw material and the buyer. The movement from coarse 
yarn to cloth also demanded a better cotton, and close attention 
is directed to the improvement of the Indian staple. Under 
these conditions more yarn of the higher counts is spun, and 
a marked feature of recent years is the growth of 40's and 
upwards. Longer staple cotton is more freely available, and 
the spinner can call upon supplementary supplies from 
Uganda, the Sudan and the United States. Despite the 
increase in machine-made goods, the handloom industry is 
still one of the greatest importance; mno'exact figures are 
available, but in 1924-35 the cotton yarn available for con- 
sumption in handloom weaving was estimated at 343 million 
pounds and the quantity of cloth turned out on handlooms 
at 1,793 million yards. 

At the opening of this (averages, 1899-1904) century there 
were 195 mills with 42,000 looms and about 5 million spindles 
in India. By 1914 the mills had increased to 264, with 
96,688 looms and over 64 million spindles; and by 1936 the 
totals were 365 mills, 190,468 looms and 9% million spindles. 
Excluding Burma, which was separated from India as from 
April rst, 1937, the latest available figures show 370 mills 
with 197,810 looms and 9? million spindles operating in India. 
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Even more expressive of the expansion of the cotton 
manufacturing industry are the following returns of yarn 


and cloth produced in Indian mills :— , 
Year ending Yarn Cloth Cloth 
. March 31st X million bs. million Ibs. million yards 
1914 eae v 683 274 e 1,164 
Ce a wee vm 706 405 1,725 
1933 -— ves ‘ae 1,016 695 3,170 
1986 vv -— vie 1,056 761 3,571 
e1957 T eon 1,051 182 3,002 
1938 1,160 864 4,084 


Note.—The totals for the last three years have been adjusted owing to the 
exclusion of Burma figures, ` 


With the growth of the mill industry there has been a 
corresponding decline in the quantities of cotton goods'imported 
into India. In the pre-war period the bulk of this import 
trade fell to Lancashire, and the influence of Japanese com- 
petition was negligible. Later, the products of Japan grew 
to menacing proportions, not only in relation to other countries, . 
but to India itself. These are now stabilised under the tariff 
and quota agreement. The severity of Japanese competition 
is one of the mysteries of the Industry. Buying her cotton 
largely in the Indian market, shipping it to Japan and returning 
it in the form of cloth and yarn, Japan, without a tariff, can 
undersell India in most of the markets, and even at the gates 
of the Indian mill. How this is done none has satisfactorily 
explained, The neighbouring overseas markets are also ex- 
ploited by the same enterprising agency; the Indian exports 
of cotton piece-goods represent only 6 per cent. of the 
production. 

The average annual imports of cotton piece-goods for 
the pre-war and post-war years are given along with the 
imports of recent years and the percentage shares of the 
United Kingdom and Japan, as follows :— 


Imports Percentage Shares of 

million yards United Kingdom Japan 

Pre-war average, 1909-10 to 1913-14 2,617 97:4 0-1 
Post-war average, 1919-20 to 1923-24 1,336 88-8 8.5 
Year ending March 31st, 1923  ... 1,593 91-2 6.8 
1933  ... 1,225 49-1 48-5 

1936  ... 947 46-4 52:4 

1937  ... 764 43-7 54-6 

1938  ... 591 45-1 51-8 


Note.—The figures for the last year are for India only; those of preceding 
years include Burma. 
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II. JUTE MANUFACTURES 


.Whilst the cotton textile industry was making heavy 
weather under the stress of overseas conipetition and the 
pressure of the excise duties, the jute industry was taking firm 
root in Bengal, where the moist climate of the Eastern Gangetic 
plain, with an abundant rainfall, affords ideal conditions for 
the growth of the plant. Cloth and bags, made of juteproducts 
of the handloom industry, were exported from India «in the 
latter half of the eighteenth century, but it was not until the’ 
flax spinners of Dundee had turned their machinery on to 
the spinning and weaving of pure jute yarns ahd cloth about a 
hundred -years ago that “ gunnies " and “ hessians’’ appeared 
in world markets as the cheapest packing and wrapping 
materials. The first power-loom factory in India was erected 


on the banks of the Hughli river in 1859, ‘and by the beginning ` 


of this century 15,000 looms were at work in Bengal. The 
number increased to 38,000 in 1913, when more jute was 
being consumed in Indian mills than was exported for manu- 
facture overseas. The total reached 50,000 in 1925 and 58,000 
in 1930. To-day, 67,000 looms are at work in India—64,500 
in Bengal and the remainder in adjoining Provinces. While 
this expansion was taking place in India, countries overseas 
were also turning to the manufacture of jute. Germany and 
France, for example, each consume about 100,000 tons 
annually, while the United Kingdom still makes use of an 
average of 165,000 tons per annum in the manufacture chiefly 
pae yarns and fabrics not yet catered for by the Indian 
mills. 


The following figures of Indian exports of jute, raw and 
manufactured, indicate the trade developments in recent years : 


Exports of Exports of Manufactures 

Year ending raw jute manufactures Total percentage 
March 31st (7000 tons) ('000 tons) ('000 tons) of total 

1920 sa us 592 652 1,244 52 

1925 is ies 696 812 1,508 54 

1929 id T 898 911 1,809 50 

1933 bas T 563 680 1,243 55 

1936 ik iss TTL 752 1,523 49 

1937 iy se 820 972 1,792 54 

1938 a eee 741 1,020 1,767 58 


Note.— The figures for the last year are for India only; those of preceding 
years include Burma, which takes considerable quantities of jute manufactures 
from India. 
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The rapid expansion of productive capacity and of exports 
from India has proved too much for the world's requirements, 
and mills have «had. to resort to short-time working in order 
to bring supply in line with demand. This is no new feature 
of the jute industry, Over fifty years ago the Indian Jute Mills 
Association was formed to provide machinery. for regulating 
the mills’ output to meet the varying demands of the trade, 
and at the present time 95 per cent. of the looms in India are 
.in thé membership of this Association. While exports of 
jute manufactures from India during the five years ended 
March 31st, 1930, averaged 883,000 tons, the exports during 
the following period of depression averaged 693,000 tons 
only. Owing ta the falling-off in demand the Associated mills 
reduced working time to forty hours per week and closed down 
machinery. New milis and others not members of the Associa- 
tion took advantage of the improved conditions brought about 
by this restriction to run from 54 to 108, and even longer, 
hours by means of double and treble shifts. Efforts to get 
these into line having failed, the Associated Mills gradually 
resumed working longer hours with the result that the total 
annual production of Indian mills now exceeds 1,300,000 
tons, as compared with 900,000 tons five years ago, and stocks 
of manufactured goods have accumulated to the extent of 
over two months’ production. With buyers holding off, 
mills working at a loss and prices tending lower, the Govern- 
ment of Bengal, in order to protect the growers of jute and other 
interests adversely affected, have used the powers at their 
disposal to compel the small minority of millowners repre- 
senting fewer than 2,000 looms in that Province to fall into 
line. At the end of September the Government introduced an 
ordinance limiting working hours to 45 per week for all jute . 
mills in Bengal with the exception of small concerns of 175 
looms or less, which may work up to 72 hours per week. ‘This 
salutary step is another milestone in the orderly development 
of industrial life in India, and it is indeed a sign of the times 
that cotton (2r per cent), jute (24 per cent) and tea 
(13 per cent.), which occupy the leading places in last year's 
list of exports and together represent 58 per cent. of the 
total exports of Indian merchandise, raw and manufactured, 
should be recipients of special attention from Government 
by way of duties, quotas, restrictions or other methods of 
control. i 
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III. New Inpustries—IRON AND STEEL 


.In discussing cotton we are dealing with a traditional 
industry of India—the development of the ‘handicrafts which 
made calico and muslin famous all over the world into power 
production.. The real importance in the growth of the 
economic strength of the country lies less in the progress of 
these manufactures than in the foundation and prosperity of 
new industries. The most notable of these is iron and steel. 


In the early days the iron of India was found, like the 
dead industry of Sussex, in scattered works drawing their 
fuel from charcoal. The first modern plant was at Kulti 
in Bengal, but it was of modest dimensions, and the effort to 
produce steel was a failure. The importance of iron and steel 
in the industrial cycle is familiar to all economists, and prolonged 
efforts were made to erect major works fo utilise the immènse 
deposits of high-grade ore adjacent to the coal fields in Eastern 
India. Those were the days of timid capital in India and 
suspicious finance in London; the project was hawked round 
for years without effect. Greatly daring, it was decided to 
make a patriotic appeal to India, and to the surprise of everyone 
the necessary funds were subscribed for the erection of modern 
blast furnaces and open-hearth steel works in the jungle which 
have developed into the Steel City known after its founder as 
Jamshedpur. The output of these works was of great value 
during the War, when the overseas supplies were no longer 
available. Thereafter a big expansion programme was 
launched and came to fruition during the slump. It was 
not until the adoption of a protective tariff in 1924 that the 
industry could be described as firmly based. India now 
produces 1,644,000 tons of pig a year and 922,000 tons of steel 
ingots. The pig is perhaps the best and cheapest in the 
world and there is a substantial export trade of 600,000 tons 
annually, chiefly to Japan, the United States, and, since the 
Ottawa Agreement, Great Britain. Imports of manufactured 
iron and steel have fallen to 370,000 tons, as compared with an 
average of 1,183,000 tons for the years 1928-29 and 1929-30. 


It is as a factor in the industrial cycle that the development 
of this iron and steel industry is most important. Round the 
major works there has developed a chain of ancillary manu- 
factures—sheets for galvanising, tin plates and implements 
of agriculture, as well as a large output of the fertilisers essential 
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to agriculture from the by-products of the coking plant. The 
industry is far from having reached its zenith, and, subject to 
the fluctuations which must be expected, looks for a peu of . 
continuous expansion. 


\ e 
IV. CEMENT 


The development of the cement industry has also been 
‘rapid. The traditional building material in India is stone, or 
brick and timber; but half a century ago, under the stimulus 
of cheap beams: from the United States, it switched over to 
steel and brick or cement. Now, broadly speaking, it is 
reinforced concrete, with a consequent demand for cement. 
Another striking development has occurred. When the great 
irrigation works to uttlise the waters of the Sutlej were planned 
it was desirable to prevent the loss of water through seepage 
in a porous soil. Canals were lined with cement, and this is 
a practice calculated to progress, 

The manufacture of cement was commenced in Madras 
in 1904 on a very small scale, but the first Indian cement 
companies did not begin work in earnest until 1914, when the 
annual imports totalled 166,000 tons. Ten years later there 
. were ten factories at work producing 264,000 tons against 
imports of 124,000 tons. Since then there has been no looking 
back, and the combined factories now produce over a million 
- tons annually, while imports have fallen to 32,000 tons only. 
" The cement industry is one of the few in India that has betrayed 
a capacity for organisation. Beginning with a Cement 
Marketing Board, it has been consolidated into the combine 
known as “ The Associated Cement Companies Limited,” 
the factories of which are distributed all over the country, 
so as to derive full benefit from the natural protection of long- 
distance freight, as well as the tariff. The combine's command 
of the market is, however, being threatened by individual 
rivals, a tendency in Indian enterprise to which reference 
will be made later. 


V. SUGAR 


The expansion of the sugar industry is another arresting 
story. India was always a large cane-growing «ountry, but 
the cane was either eaten raw, or turned into crude sugar known 
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as gur by boiling in open pans. One or two factories in 
Cawnpur and Madras produced refined sugar, but staggered 
under the stress of foreign competition. * Forty years ago 
this came from Europe as beet sugar sold at uneconomic 
prices under, the stimulus of continental bouyaties, supplemented 
by imports from Mauritius. Lord Curzon scotched the 
bounty-fed imports by the imposition of countervailigg duties, 
but Java, shut out from America by Cuba, filled the vacuum. 
In the pre-war year India took 803,000 fons of sugar, of which. 
583,000 tons came from Java. As the result of the*1imposition 
of a protective tariff a regular spate of sugar factories set in; 
these increased from 32 to 146 in the six years to 1938. The 
production of refined sugar which was 120,000 tons ten years 
ago is now over a million tons, of which all save 32,000 tons 
is refined direct from cane. Under the.influence of research 
on the Government experimental farms the quality of the cane 
and the output per acre, which were deplorably low, are 
improving. For all practical purposes India is self-contained 
in her needs of sugar, imports having declined to the nominal 
figure of 14,000 tons. Indeed, in the opinion of cautious folk 
the production of sugar in India has reached saturation point, 
the argument on the other side being that it enters so largely 
into the food of the people that absorption is limited only 
by the capacity to buy, and that, again, is a matter of the 
economic condition of the predominant agricultural population 
and the prices of commodities. The area under sugar cane 
in India in 1936-37 was 4,433,000 acres, from which the 
production in terms of “ gur” (raw sugar) was estimated at 
6,719,000 tons, 


VI. WATER POWER 


Intimately associated with this industrial development is 
the provision of power. There is a large, if not inexhaustible, 
supply of coal in India, with the handicap that for a country 
of immense distances the main source is in the north-eastern 
provinces. There are considerable veins of inferior fuel in 
the Central Provinces and scattered in other parts, but coal 
of a superior quality is virtually mined only in Bihar and 
Bengal. In the early years of the textile industry in Bombay 
fuel was drawn from South Wales and Natal, supplemented 
by the Indian mines; gradually the Indian resources furnished 
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the whole of the demand, with the burden of twelve hundred 
miles of railway transport, or the rail-cum-sea route via Calcutta. 
This set men’s minds working in the direction: of utilising. the 
vast stores of energy lying latent in water power. . 
The first steps were taken in the Indian State of Mysore, 

where the conditions were ideal. There was watér power on 
the Cauvery River, and a demand for every unit generated 
on the Rolar Gold Fields. That enterprise was expanded 
into 46,000 horse power. This is absorbed by the gold mines, 
and ancillary industries, including the lighting of many towns. 
In the immediate vioinity of Bombay City specially favourable 
conditions exist: the Western Ghats furnish a fall of eighteen 
hundred feet, and the moisture-laden monsoon impinging 
on these hills gives an unfailing rainfall of hundreds of inches. 
This rainfall is stored in a chain of great lakes, converted 
into electrical energy at the foot of the hills, and provides 
246,000 horse-power for the driving of mills and factories, 
the suburban railways and part of the main lines. In the 
north-west of India the Punjab Province, under the stimulus 
of gigantic irrigation works, has been economically trans- 
formed, and this energy finds expression in a growing industrial 
development. But the Punjab is badly off for fuel, and 
distant from the coalfields. The Uhl River was harnessed 
in the remote hills, and the electrical energy generated dis- 
tributed over a grid covering an area approximating: to that 

. of Britain. Here 36,000 kilowatts of energy are produced, 
' with another 12,000 in reserve. Madras is another progressive 
area without any natural reserve of fuel, and a beginning has 
been made which will ultimately cover the province with an 
electrical grid. The first supplies come from the Pykara 
irrigation work, and are being developed stage by stage as 
demand grows. The potential resources of the Province 
are not less than 200,000 kilowatts. An even more striking 


enterprise is in the United Provinces. On the great Ganges 


Canal is a succession of falls; at each of these a hydroelectric 
generating station is in operation and the energy distributed 
over an expanding grid. Not only does this bring power 
and lighting to a wide area, but the cheap power is utilised to 
drive pumps attached to tube wells sunk in the water-logged 
-soil, thus increasing the area brought under irrigation. 

In a country where the coalfields are localised, and a 
thousand miles or so separate them from the area where power 
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is needed, the utilisation of water is of immense importance. 
It is difficult to over-estimate the part which water power 
is going to exercise in the industrial development of India, 
both in the direction of bringing energy within the reach 
of the industrialist large and small, and in preserving the 
coal supply’ especially coking coal, for^the iron and steel 
industries which are of vital necessity to the industrial cycle. 


VII. Exports or GorLp 


The point of real significance which emerges from this 
survey is that these great development enterprises, in addition 
to the public works carried out by direct Government borrowing 
for railways and irrigation, have been financed by India from 
her own resources. So far from being dependent on ‘the 
London market for capital, very large sums borrowed in time 
of financial stringency to finance the iron and steel industry 
and the Bombay hydroelectric works have been repaid out 
of profits, or the utilisation of local supplies of capital. Whilst 
the better mobilisation of Indian credit has played its large 
part in this change, another factor came into play with the 
departure of Great Britain from the gold standard. 


Over a long series of years the balance of trade 1n favour 
of India was liquidated in gold and silver. For a long period 
India was the great absorber of silver; after fixity of Exchange 
was established, say from 1898 onwards until the War, the 
imports of gold steadily advanced. It was an axiom in the 
London market that India was '' a sink of the precious metals " ; 
this acquisition of gold was regarded with a jealous eye as a 
permanent loss, and various expedients were applied to prevent 
the establishment of the gold currency which was a basic 
part of the currency system. Those who took the long view 
never accepted this theory. They held that as India bought 
gold, when 1t suited her purpose to do so, equally she would 
release this gold if occasion demanded. They were justified. 
The abandonment of the gold standard by Great Britain 
established a substantial profit on these ''stores of value," 
and gold at once came into the market, with beneficial results 
to the economics of the world. It swelled in volume as the 
extent of the profit was realised, and the stream has not dried 
up yet, though it is diminishing. 
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The following table shows the transactions in gold on 
private account during the last nine years as compared with 
the averages for -the pre-war, war and post-war periods :—- 


(In lakhs of rupees) 
Imports Exports 

Average of pre-wat period ... ais 32,79 € 3,92 
i war period 10,60 2,99 

e, post-war period (1919-20 
to 1923-24) ... 21,57 9,03 

: EE five yea 1924-25 to 
" 1928-29 us Tr 35,68 18 
1929-30 CUP C 14,23 1 
19:083]. ger Samp die ae 13,24 49 
1931-32 Lue ex Exe EN 2.80 60,78 
1932-33 uL x Eu EM 1,32 66,94 
1933-34 NEC NP MD 1,10 58,15 
1934-35 T s cae m" 12 53,26 
. 1935-356 sas pan "i wee 95 38,31 
1936-31 ac 1,61 29,46 
1937-38 $us nd ve $4 1,57 17,90 


This stream fertilised the whole field of Indian economics, 
It furnished the Government with an ample supply of loans 
for its current purposes ; provided the capital for the extension 
of industry ; and built up for the authorities a reserve 1n sterling 
estimated at £120 millions. It is often asked whence it came, 
From a variety of sources. The gold in India was held in 
many ways—in the bullion reserves of the Indian States, in 
holdings by a large number of people of means, and in orna- 
ments by a multitude of people. All these sources were drawn 
upon. Various estimates have been made of the total value 
of the gold holding ranging from £600 to £800 millions, but even 
taking the smaller figure a great reservoir remains. So far 
as this liquification is represented by the creation of productive 
debt and the establishment of profitable industry, it is all to 
the good: so far as it represents meeting current needs, 
> especially during the period of low agricultural prices, it 
. means a diminution of the reserves against lean years which 


is not so satisfactory. 


CONCLUSIONS 


It is not pretended that this 1s anything approximating 
to a complete survey of the new financial and economic forces 
in India. That would far transcend the limits of an article 
in this REVIEW. These developments have been selected 
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and illustrated to establish two main points—the growth of 
India into a money power and into a major industrial country. 

- As a money power India has passed, within the working 
life of men who are not old, from a land where capital was 
inadequate and timid into one where the Government and 
industrial erkerprise soundly conceived havé an ample command 
of funds. Whilst this is due to the better mobilisation of 
Indian resources and the liquification of the inert reserves of 
gold, it moves in a widening circle. All these internal loans. 
for productive works, all these new enterprises financed with 
indigenous capital, release an ever broadening stream of interest 
and profit, part of which is available for further investment. 
When he was Finance Minister the late Sir Basil Blackett 
electrified a Delhi audience by saying that if the resources of 
India were mobilised it would be a lending instead of a borgow- 
ing country. That has come to pass. Figures are not 
available, but there are substantial investments in sterling 
on private account and obligations in London amounting to 
millions have been discharged. There is, indeed, a considerable 
interchange of investment between London and India. It 
is understood that some of the British Investment Trusts and 
Insurance Companies have broadened the basis of their 
portfolios by investment in Indian securities, whilst surplus 
Indian capital has sought an outlet in London. The public 
debt of India looks large; but it is represented by immense 
State Railway and Irrigation Works, as well as buildings. 
On March 31st, 1936, the interest-bearing obligations of the 
Government of India stood at Rs.z,a11 crores against which 
were held interest yielding assets aggregating R5.989 crores, 
including Rs.781 crores advanced to Railways, Telegraphs, 
Irrigation and other commercial departments. Since then 
certain financial adjustments have become necessary owing to 
the introduction of Provincial autonomy and the separation 
of Burma, but it may be noted that the total funded debt of the 
Government of India at March 31st, 1938, was—in England 
£297°56 millions = Rs.396:75 crores, and in India Rs.438- 79 
crores, making a total of Rs.835- 54 crores. 

Reverting to the field of industry manufactures have 
developed from a few concentrated industries arising out of 
special conditions, like cotton textiles and jute, with the great 
Railway Workshops to represent engineering, into great scenes 
of activity, many organised on the most scientific practice and 
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equipped with the latest plant. Whilst iron and steel, with 
the manufactures growing out from them, cement and sugar, 
have been singled out for illustration, they are only repre- 
sentative. The list might be expanded indefinitely, to embrace, 
for instance, matches, cigarettes, motor tyres | and other 
commodities. The pace may slow down, for ‘the Indian 
market is not capable of indefinite absorption, but the process 
will go on. If it is asked what part Britain will play in this 
activity a personal opinion may be expressed. It is that there 
is no prospect in the India of the future, with its strong 
nationalistic sentiment, for the manufacturing enterprise 
financed and directed from abroad. But there is an immense 
field for the association of British technical skill and experience 
with Indian capital and direction, and it is there that the 
truest line of advance dies. 

And now the rocks ahead. The industrial progress of 
India has been warmed and nourished by a tariff policy called 
discriminating protection, though the word “ high " is more 
appropriate. The influence of this tariff on prices falls largely 
on a community mainly agricultural. The voice of the in- 
dustrialist is always heard in the land; that of the agriculturist 
rarely unless it is to pay lip service to the non-vocal community, 
Vast irrigation works have been constructed under Government 
agency. The capital value of these rose from Rs.42: 36 crores 
in 1901 to Rs.r150:89 crores in 1935. Some of these works 
are on a titanic scale. Everyone knows of the Assuan Dam in 
Egypt. How many are familiar even with the outlines of the 
Lloyd Barrage in Sind, which with the complementary works 
waters an area as large as the whole irrigated area in Egypt? 
The scope for major irrigation works 1s well-nigh exhausted. 
We cannot look for the reproduction of canals that will provide 
outlets for millions. Despite all that has been done by Govern- 
‘ment in the way of research, and the evolution of better types 
of cotton, sugar cane, wheat and rice, Indian agriculture is 
an industry with a very low ratio of production per acre. It is 
governed by a social system which leads not only to the small 
uneconomic holding, but to millions of small holdings which 
are so scattered as to intensify their uneconomic character. 
The root reform here is the consolidation of holdings, with 
safeguards against fragmentation, and this involves social 
changes which only Indian Ministers can effect. Then, in the 
field of pide eae industry the tendency is to be imitative 


Mt uu 
r 


a 
P bd oe 
- ~ 


547 


rather than creative. The production of sugar for the time 
being appears to be near saturation point, so, too, with cement. 
If the process of expansion is continued there may be a shake- 
out which will affect public confidence. 

And, lastly, there is the growth of the population. This 
is a tremettdous problem. In the last decennial period the 
population increased from 319 to nearly 353 millions. The 
cultivated area 1s relatively static. No development of industry, 
no improvement of agriculture, no emigration into theelimited 
field available can possibly maintain this increase on the same 
standard of living, and the old scale was.far too low. On the 
contrary, the figures relative to the supply ‘of foodstuffs per 
head of ‘the population indicates a slight recession. 

It is a truism to say that politics and economics are 
indissolubly associated, and this applies no less to India than 
to other countries. Marking these signs of economic grówth 
and financial progress, the question will inevitably be asked : 
“* How far are they likely to be affected by the great changes 
which have taken place in the system of government?” 
Those are of a more fundamental character than is generally 
appreciated in Britain and abroad. 

The system of government established when the Crown 
assumed responsibility for the governance of India was a 
bureaucracy, with at the head a Civil Service which in ability, 
devotion and integrity has never been surpassed. But it 
was always a qualified bureaucracy, with Indians associated 
with the law-making functions and through elected Councils 
exercising an increasing influence over the administration. 
Until 1919 one basic principle remained; in the last resort 
all power was retained by Parliament acting through the 
Secretary of State for India, After the War some surrender 
was made of this supreme authority, when Ministers, elected 
on a popular franchise, were charged with certain ^ nation- 
making ” departments like education, sanitation and public 
health amongst others. Admittedly a transitional measure, 
this dyarchical system received its natural expansion in the 
Government of India Act, 1935, which provided for the 
establishment of responsible Ministries, drawn from Councils 
elected on a wide franchise, in the principal Provinces—it is 
really an error to describe them as Provinces, for in size and 
population they are States. Advantage was taken of the 
occasion to Separate Burma from India and constitute a separate 


549 


administration; the association of Burma with India after 
its conquest was always unnatural; the people are different 
in race, character and religion, and complained that they were 
unfairly treated financially. Also to create two new Provinces 
— Sind and Orissa—for administrative convenience. These 
new Ministries exercise all the functions of responsible govern- 
ment, including the preservation of law and order, and the 
Reserve Powers of the Governors are held only to be used for 
imperative occasions, including the protection of minorities 
and to-.prevent the fabric of administration from being 
weakened. The resolute structure erected in this great Act, 
perhaps the greatest renunciation of authority in history, 
still lacks its coping stone, the establishment of 4 federal 
government for all India, embracing the Indian States under 
their hereditary rulers as well as the Provinces of British India ; 
but although the difficulties are many, it is significant that the 


federal idea is almost everywhere accepted in principle, 


although the Nationalist Parties desire a different form of 
federation from that envisaged in the Act. Indeed, no other 
form of government is conceivable for a country of such 
immense size and diversity, with a population of 353 millions, 


- which may have grown to 400 millions when the next census 


is taken in 1941. Pending the establishment of a Federation, 
which envisages a large transfer of power to Indian Ministers, 
the structure of the Central Government remains unchanged, 
and the ultimate authority of the Secretary of State for India 
unimpaired, l 

The first elections for the new Provincial Councils resulted, 
in April, 1937, in the return of members of the Indian National 
Congress with working majorities in six of the eleven Provinces, 
and Ministries drawn from their ranks were set up; the 
number of * Congress Ministries " has since been increased 
to seven. With every regard to the inevitable fluidity of the 
position, it may be said that the work of these Ministries has 
established a solid foundation of confidence for the future. 
Ministers have everywhere thrown themselves into the work 
of administration with energy and fervour, governed by a 
saving sense of the realities of the situation. The task before 
them is immense; social legislation 1n a country of innate 
conservatism was bound to lag under the control of bureau- 
cracy, however benevolent. Ministers have everywhere shown 
theinselves no less determined to maintain law and order than 
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their predecessors, Also no less jealous of the financial stability 
of their charges, even with every form of expenditure pressed 
on.them by an impatient electorate. Provincial Governments 
are responsible for their own Budgets, their own ways and 
means and loan operations and have been able to borrow 
freely in the open market for their requirements, even at the 
low rate of loans bearing interest at 3 per cent. issued at the 
price of Rs.99 for every Rs.roo nominal value. At least one 
Government has financed temporary expenditure by, issuing 
Treasury Bills. This is perhaps the best measure of thé 
confidence they have established; although anxieties must 
be felt and some difficulties arise, it is true to say that the 
Ministries deserve confidence and support, and have won it 


in an encouraging degree. 
STANLEY REED. 


October 19th, 1938. 


* 
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Notes of the Month. 


Ihe Money, Market.—More normal conditions have 
prevailed during October. The high discount rates of 14 per 
cent. and upwards, current at the climax of the crisis, quickly 
disappeared so sooneas the Munich Agreement was signed. 
The emergency withdrawals of currency, amounting to over 
£20 milliofis, took longer to return to the Bank, but the Bank 
return ef October roth showed that in this respect also the 
Status.quo has been nearly restored. On the other hand, the 
crisis for some time, left its traces in the money market. 
First, the enormous quantity of foreign money, which was 
transferred during August and September from Loüdon to 
New York, has not yet returned. On the contrary, there was 
a further outflow in early October. Next, if it is fair to 
estinfate the Exchange Equalisation Account’s “ crisis ” gold 
losses at a very approximate {100 millions, none of that gold 
has yet been recovered, but instead a further amount was lost 
through the early October drain of funds. The result is that, 
on the one side, there are now less foreign balances seeking 
employment in the London market than has been the case 
for several years. On the other side, the Exchange Equalisa- 
tion Account is now holding less gold and so is able to take up 
more Treasury bills, with the result that during the three months 
to October 22nd tap issues of Treasury bills rose from £304 
to £379 millions, while those issued by tender were in con- 
sequence reduced in volume from £568 to £526 millions, 
which is contrary to the usual autumn trend. If the market 
therefore has less funds at its disposal, it is also less well 
supplied with Treasury bills. Again, during October, the 
authorities once more experienced difficulty in reinvesting 
immediately in Treasury bills the proceeds of the Exchange 
- Accounts gold sales, with the result that there were temporary 
accumulations of cash in public deposits. To rectify this, 
on October 14th and 21st the Treasury bills were under-allotted 
at the tender, while from time to time assistance was given 
to the rnarket in the form of special buying of bills. Still, 
after taking account of all these vicissitudes, it is fair to say 
that during most of the month the money market was not 
elutted.with funds. Money remained easy, but until the end 
of the month market rates of discount remained well above the 
banks’ rate of 1 per cent. for loans against bills. In the middle 
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of October three months’ Treasury bills were quoted at 
i to § per cent. and the banks were only anxious to buy them 
in *mixed parcels with the more useful Déeember maturity. 
Three months’ bank bills were then quoted at $-} per cent. 
At the end of the month, however, rates fell back to their 
previous loW levels of 4 per cent. for Treasury bills and $ per 
cent, for three months’ bank bills. Thus, in spite of the 
September efflux of funds, the previous ease has now been 
restored. ° : ; 

The Foreign Exchanges—Immediately after the Munich 
Agreement sterling rallied until $4:82 was touched on 
October 6th. There followed a fresh outflow of funds to 
New York, due not only to continued uncegtainties as to the 
outlook but also to the growing attractions of Wall Street. 
The autumn commercial demand for dollars also continued. 
The result was that by October z4th the New York rate had 
dropped to $4:72i. During the intervening week, the 
British Control gave consistent support to sterling, at a cost 
in gold to the Exchange Equalisation Account of very approxi- 
mately £20 millions. The next week saw a sudden reversal 
in favour of the pound. This was partly due to technical 
reasons, for the foreign exchange market had bought dollars 
so heavily as to leave itself short of sterling, and several interests 
were replenishing their sterling by spot purchases of pounds 
against forward purchases of Continental currencies. There 
was also a feeling that the depreciation of the New York rate 
to $4:723 might not be wholly welcome to the United States, 
and this gave rise to an absurd rumour that a fresh devaluation 
of the dollar was impending. The result was that by 
October roth the New York rate had recovered to $4:78, 
though by October 24th it had fallen back to $4:76. It is 
clear that the market 1s in a nervous state, and the only definite 
indication so far is that it is most unlikely that last summer's 
rates of over $4:90, or even the old parity of $4-86, will quickly 
be restored. Indeed, the authorities may well prefer to 
replenish their gold losses rather than to foster any sudden 
recovery in the rate. Guilders, belgas and Swiss francs 
moved during the month in sympathy with the dollar, for since 


the end of September no attempt has been made to link the . 


guilder with sterling. Forward rates for these currencies 
were very firm as a result of the operations described above. 
French francs have been very steady at just below the Daladier 


A 
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limit of Frs.179 to the pound. Recent returns of the Banque 
de France have shown a contraction in the note circulation and 
the repayment of* a small part of the money borrowed from 


the Bank by the Treasury during the crisis. 
fore created a good impression. 


They have there- 


* e 
Ihe Stock Exchange.—During the three days following 
the Munith Agreement markets recovered most of the ground 
J™ lost during the preceding period of tension, but nevertheless 
‘October has proved a period of hesitancy. The gilt-edged 
market ‘was affected by the further flight of funds to New 
` York and consequent weakness of sterling, and, in spite of a 
moderate recovery in the third week of the month, prices have 
->> NOt: yet returned to their level of last August. 
dustrial market was overshadowed by fears of the growing 
cost* of rearmament, and the possible effects upon both: pro- 
duction and consumption of the further expansion and 


acceleration of the rearmament programme. 


The in- 


Moreover, during 


early October at least the investor was inclined to regard Wall 
Street as a rising market, while London remained a weak 
market; and even Wall Street itself did not display an entirely 
regular trend. In these circumstances it is not surprising that 
after the first recovery from the crisis London has shown few 
The actual trend of prices is 
illustrated by the following table :— 


Aug. 3lst Sep. 26th Oct. 3rd Oct. 17th Oct. 24th Oct. 31st 


signs of further improvement. 


24 per cent. Consols... 74% 
34 per cent. Conver- 
sion Loan ... .. 101} 
3% per cent. War Loan 102} 
Security indices—* 
British. Government 


Securities 112.8 

- Home Rails 42:4 
-Industrials 102-4 
Gold Mines 209.5 


65 


91 
921 


102:5 
40-2 
93:4 

191-3 

*Financial Times (October, 1926 = 100). 


744} 


1003 
1013 


115:5 

44.4 
103-4 
215-2 


7 


971. 
9948 


109.3 
42-0 
99:9 

215-4 


721 


994 
101 


110-5 

45-1 
101.9 
217-2 


713 


The causes of the hesitancy in the gilt-edged and in- 
dustrials markets have already been discussed. Home rails 
have begun to respond to the rising trend of traffics, but the 
labour troubles in London were for a short time a disturbing 
influence: London Transport “ C" stock rose as a result of 
the discussions over the question of receivership, and the allied 
question of a possible increase in fares. Gold-mining shares 
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were relatively firm during most of the period covered by the 
table. This is not surprising, as one consequence of the crisis 
has been the rise in the sterling price of epld. Oil shares, 
though irregular in their course, have recovered since 
September, and are back approximately at last August’s level. 
Rubber shages registered a similar recovery early in October, 
but have since been a dull market. Among base-metals, 
copper shares have risen noticeably, and prices geherally are 
now higher than they were before the crisis. e 


Commodity Prices.—One of the most remarkable facts 
of the recent period of tension has been the absence of any 
serious movement in the average level of British wholesale 
prices. This is shown in the following table, taken from the 
Financial Times, and giving the movements of British and 
American wholesale prices over the past, three months :— 


United United 

Kingdom States 

(Sept., 1931 — 100) 

August, Ist week 120-9 117.4 
2nd ,, 120-0 116-3 

3rd ,, 119-6 115-9 

4th ,, 119-9 116.6 

5th ,, 119-3 116-8 
September, lst ,, 118-8 116-8 
2nd ,, 118-8 117-0 

órd ,, 119.0 117-2 

4th ,, 119-6 116-6 
October, Ist ,, 119-8 116-7 ^ 
and ,, 120-0 116-4 

srd ,, 119-9 115-8 

4th ,, si 120-0 116-6 


In spite of the disturbances caused by the crisis, the total 
range of movement in British wholesale prices was only 
between 120:9 and 118-8. During the last week of September, 
when the tension was most severe, the index only rose by o:6 
points. A similar stability is apparent in the United States. 
Finally the depreciation of sterling since three months ago 
has not caused the gap between the British and American 
indices to widen by more than the fraction of a point. 

The chief movement in British wholesale prices has been 
a decline in grain prices, largely due to this year’s heavier 
wheat crop. This decline was only arrested for one week 
during the crisis. Wholesale food prices generally are con- 
sequently lower than three months ago, although October 
itself has witnessed little change. Raw material prices are 
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slightly higher, Cotton prices fell up to the end of September, 
but have since been rising. Wool prices have remained very 
frm. ‘The chief, movement, however, has been a sharp rise 
since mid-September in non-ferrous metal prices. By the 
end of October this had amounted to 8-4 per cent. Rubber 
-has also risen during«the past five weeks. ° 

The official cost-of-living index fell during September 
from 56 t 55 per cent. above its pre-war level. Normally 
there is a seasonal increase during the autumn months, so that 
the September decline was in reality greater than 1t appeared 
to be. Also at the end of September, 1937, the index stood at 
58, so that there ‘thas been a decline of three points during the 
past year. Retail food prices also fell by a point during 
september, from 40 to 39 per cent. above their pre-war level, 
and the latest figure is four points lower than the parallel 
figure of last year. The September decline also ran counter 
to the normal seasonal movement. Thus the past year's fall 
in wholesale prices is now being reflected in a decline in the 
cost of living. 


Overseas Trade.—In spite of the crisis, both imports and 
exports were greater in September than in August. This. 
increase, however, was largely seasonal, for a similar movement 
occurred last year. Also the September increase in imports 
was mainly in the food category, and raw material imports 
actually fell from £20:3 to £18:0 millions. To this extent 
September trade was affected by the crisis, though due allow- 
ance must be made both for any differences in the length of 
the months and also for fluctuation in prices. Exports of 
British manufactured goods rose from {18-0 millions in 
August to £18-7 millions in September. 


£ millions 
Imports ... 56-6 87-8 74.1. 75-0 
British Exports ... 42:5 44-3 36-3 39-8 
Re-exports : 6.7 5-2 5.0 4-0 
Total Exports 49-2 49:5 41: 43:8 
Import Surplus ... 37.4. 38.3 32 81.2 


| 
| 
| 
| 


Compared with last year imports have fallen in value by 
£12°8 millions, and British exports by only £4*5 millions. 
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The value of imports has, of course, been affected by the 
decline in prices during the past twelve months. As a result 
of sthese changes the adverse trade balancé 4s £6-1 millions 
less than it was in September last year. The returns for the 
. "first nine months of the past two years are summarised below. 






Increase (--) 


: Description Jan.-Sept., Jan.-Sept, |e Or 
1937 1938 Decrease ( —) 
a em 
l £ mn. £mn. , £ mn. 

Total Imports sie T TF 742-6 691-1 — 51:5 
Retained Imports... i: sae 683-2 * 644-8 — 88-4 
Raw Material Imports € id 232-1 190-4 -> — 41-7 
Manufactured Goods Imports... 202.5 176-5 — 26-0 
‘Total Exports, British Goods $5. 385-6 346-1 — 88-9 
Coal Exports A 21:5 21:6 + 0:1 
Iron and Steel Exports ane 2 45-5 31-2 — 4-3 
Cotton Exports p 52-3 j 37-6 — 14-7 
British aire Goods s Exports 300-3 271-5 — 28-8 
Re-exports ... 59-4 46.3 — 13-1 
Total Exports EM 233 445-0 393-0 — 52-0 
Visible Trade Balance pri e. | —297-6 — 298-1 — 0:5 





Total imports have fallen since last year by £ 51-5 millions, 
There were big declines in imports of raw materials and manu- 
factured goods, off-set by an increase of £15°6 millions in 
food imports. British exports have fallen by £38-9 millions, 
while those of British manufactured goods have decreased 


by £28:8 millions. Nearly one-half of this latter reduction is 
in exports of cotton goods. 


Home Reports 


The Industrial Situation 


Normally there is a seasonal recovery in business, which 
begins immediately after the August holidays and lasts until 
Christmas, This year, the autumn revival was completely 
held in check during September by the prevailing international 
tensior®, but since the Munich Agreement it has developed 
along normal lines. By the end of October it was fair to say 
‘that the month’s recovery in business was a little more than 
. might have been expected to result from seasonal influences 
alone. Looking back over a longer period, business is Certainly 
no wotse to-day than it was six months ago, and so the recession 
which begun in the late summer of 1937 and gradually gathered 
force until the late spring of this year, has now been definitely 
arrested. On the other hand there has been no real recovery, 
for business has done no more than stabilise 1tself at the lower 
level established six months ago ; and there is also a noticeable 
lack of balance between the activity in the rearmament 1ndustries 
and the relative depression in such industries as cotton spinning 
and weaving and the building of commercial tonnage. The 
United States, however, now seems to be on the threshold 
of a new upward turn in trade, while in this country the 
excessive stocks of certain materials, which were so potent 
a cause of anxiety eighteen months ago, have now been largely 
absorbed. Granted recovery in the United States and a 
fairly quiet political atmosphere in Europe, it is at least fair 
to assume that there will be no fresh deterioration in British 
business. There may even be a very moderate and slow 
recovery, but this will depend upon the economic readjustments 
necessitated by the acceleration of rearmament. 

Employment fell from 11,402,000 in August to 11,380,000 
in September, this decline being due to the crisis. In the 
coal trade, October has witnessed some improvement in 
certain districts. Pig-iron production was lower in September 
than in August, but steel production increased. A better tone 
developed in the industry during October. Stocks in con- 
sumers' hands are now greatly reduced, but fresh buying 
is being held back in the hope that the New Year may witness 
a reduction in prices. Engineering remains good, and motor 
vehicle manufacturers take a hopeful view of the new season. 
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Building plans passed during September showed a sharp 
reduction of 35:1 per cent. on the year. Here the influence 
of the crisis is again apparent. 

There are slight signs of improvement ‘in the consumers’ 
goods industries. The cotton trade, though still depressed, 
is a shade firmer than it was. The wool textile industry is 
also firm, but users of tops seem to have covered their immediate 
needs. The clothing, hosiery, boot and shoe trades are also 
a little better than they were. The retail trade returng for theg 
end of September showed an increase of only 0'9 per cent. 
over the previous year, but they were COV OLEN affected by 
the crisis. 

Among more general indications wiclesile prices remain 
very steady. There was a slight fall dufing September in 
the cost of living, but this gains in significance when it is 
remembered that the index usually rises during the autumn. 
Railway goods and coal traffic receipts improved during 
september and again in October. Consumption of electric 
power continues to increase, Raw material imports were lower, 
but exports of manufactured goods were better in September 
than in August, Shipping entries and clearances were less in 
volume, but shipping freights remained firm, 

News from the Empire is variable. Business in Canada 
is well maintained. Activity continues in Australia, but 
the recent recession has been rather more than seasonal. Rain 
is badly needed in many areas. The Indian cotton crop has 
been damaged in some districts by heavy rain, but elsewhere 
prospects have improved. October witnessed a further business 
improvement in the United States, and feeling now is definitely 
hopeful. On the Continent, the French textile industries are 
recovering from the crisis. There is a better outlook in the 
Belgian iron and steel trades, but apart from this there is 
little improvement in Belgium. Business in Holland was 
not unduly affected by the crisis. In Germany business has 
returned to normal since the period of tension, but there 
is still a serious shortage of skilled labour. Swedish trade 
was affected in certain respects by the crisis, but has since 
recovered. 


Agriculture 


England and Wales.—According to an official report, 
harvestinge was delayed by stormy weather during the early 
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part of August, but the condition of the corn crops is generally 
good. Revised official estimates now give the total yield 
of the wheat harvest,at 1,600,000 tons, compared with 1,400,000 
tons in 1937. Production of barley and oats is also expected 
to be higher than last year. Roots have suffered from lack 
of sunshine, sugar beet being the most affected. , 
Scotland.—Weather conditions were bad during the first 
half of October, but conditions have since improved. Towards 
A tthe end of the month it looked as if ten days of better weather 
would enable most of tle crops to be secured, though labour 
shortage has’ added to the other difficulties. The yield of 
potatoes is expected tó be above the average, and other root 
crops are looking well. In the produce markets demand for 
grain has been stéady to firm, and business in potatoes has 
been: firm. Supplies of livestock have been plentiful and 
pricesshave been maintained. 


Coal 


Hull.—There is little alteration in the prompt position, 
orders. being largely restricted to odd cargoes. There is a 
little more enquiry for forward deliveries, but business 1s very 
slow. Working time is now a little better, but is still restricted 
in consequence of stocks of small coals. There is still a shortage 
of screened coal. Large coal is also scarce, but this is due 
more to restricted production than to a better demand. The 
inland demand for industrial coal is hesitant, but is seasonally 
better for house coal. 

Sheffield.—The demand for industrial fuels has improved, 
and the public utility undertakings are taking larger deliveries. 
The household coal trade shows improvement, and enquiries 
for export have materially improved. 

Newcastle-upon-Tyne-—There has been more movement 
in steam coal. The best descriptions are well booked ahead, 
graded coal being particularly in demand. Coking coal and 
gas coal are in seasonal demand with prices well maintained. 
Gas coke is firm and patent coke in good demand. Stocks 
remain on heavy side, largely owing to the influence of the 
Coke Cartel, and an increase of the quota is urgently needed. 

Cardiff.—Small coals are dull, and sized coal is firm. 
Other descriptions are steady. Buyers are still showing 
reserve over forward contracts, as they are hoping for price 
concessions. ° 
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Newport.—Foreign shipments for September were 190,700 
tons, compared with 177,600 tons in August and 197,600 tons 
in, September last year. Shipments to Italy ceased during 
the latter part of September. The threat of war caused no 
general rush to cover supplies. Stocks abroad appear ample. 

Swansea.—The anthracite market has again been very 
irregular. Enquiry from the Continent has not developed 
in accordance with anticipations. Best and secorfd qualities 
of sized anthracites are only moving slowly, but thirdg are in N 
good request. 

Scotland.—'Yhe market is very firm. House coal is in 
much better demand, and so are nuts for consumption at gas 
and electricity works. Industrial requirements are limited, 
but large tonnages of round coal and sizéd fuel are being 
delivered. Collieries are now very well supplied with shipping 
orders, and in the East of Scotland coal ‘is moving away freely. 
Foreign enquiry, however, is disappointing, and most of the 
current shipments relate to outstanding contracts. 








Iron and Steel 


Birmingham.—The market was naturally upset by the crisis, 
but later indications point to an improvement in demand. 
Consumers’ stocks are known to be low, and more specifications 
are expected so soon as the New Year’s prices are announced. 

Newport.—Apart from a temporary demand for A.R.P, 
material there has been little change in the position of most 
of the works. 

Sheffield —There has been a slight improvement in most 
sections, and stocks have been reduced. Some buyers are 
holding back, pending an announcement on 1939 prices. 
Local firms have plenty of work on hand for heavy forgings, 
and re-rollers are busier. The scrap market has improved, 

Tees-side.—A better tone has developed since the crisis. 
Stocks of pig-iron have been reduced, and production of 
Cleveland pig-iron may have to be increased. Hematite 
stocks remain heavy, but consumption now exceeds production. 
Forward business is being held back, pending a decision 
regarding prices. Steel production is growing, and is likely 
to be stimulated by rearmament needs. The corrugated sheet 
trade has been more active, but the outlook in the shipyards 
gives no premise of better demand. 
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Swansea.—Improved enquiry has brought about a slightly 
better tone in the tinplate market. Orders are now slightly 
in excess of the low production of 46-08 per cent. of capacity. 


Glasgow.—Demand is still quiet, with the industry only 
working at 50 to 60 per cent. of capacity. It is felt that for 
some time ahead makers will have to rely upon, the home 
market, and more precisely upon rearmament. Steel-makers 

= __ are affected by the lack of new orders for merchant ships, but 
SÑ any acceleration in warship construction will help. Steel 
re-rollers and makers of bar iron are short of orders. The 
. galvanised sheet trade is quiet after the recent rush of A.R.P. 
orders, but this demand is thought likely to revive, while the 
“motor trade should shortly be placing larger orders for sheets. 
Demand for pig-iron is quiet, with supplies in excess of 
consumers’ needs, The number of furnaces in blast is 
unchanged at eleven. ' 


Engineering 


Birmingham,— lhere is a feeling of cautious optimism in 
the motor trade, but both manufacturers of cars and also 
accessory makers believe that there will be an early expansion 
in business. Motor cycle makers have been quiet, pending 
the show. General engineers are well employed, but mainly 
on rearmament work. 

Bristol.—The position remains satisfactory in the con- 
structional and general sections. The latter has recovered 
since the crisis. Aircraft manufacturers are very busy. 

Coventry.—Motor car production is in full swing, and 
makers of components are active. Engineering orders are 
good. Makers of aero engines are fully occupied. 

Manchester.—Miachine tool makers report good business, 
but general engineering has been upset by the crisis. 

Sheffield.—General engineers are busy and well supplied 
with orders for some time ahead. There is a shortage of 
skilled labour. The crisis created an abnormal demand for 
tools. Apart from this the tool trade is steady, but makers 
of engineers' small tools and precision tools are working at 
capacity and have some difficulty in meeting delivery dates. 

Leicester.—Trade generally is good, but the machine tool 
section is only fair, as the requirements for machine tools for 
rearmament have largely been met. . 
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Wolverhampton.—General engineers are active. The 
demand for electrical machinery and equipment is maintained. 
Business in motor trade components and accessories is good, 
and makers of commercial vehicles are busy, largely on national 
requirements. Rearmament firms generally are active, with 
a steady influx of Government enquiries. 

Glasgow.—Shipyards engaged on Admiralty work are 
busy, but mercantile orders remain as scarce as ever. Unless, . 
there is an early improvement, a number of yards mayesoon be* -~ 
without work. Some marine engineers are busy, but others 
are experiencing a marked deterioration. On the average, out- 
put in the marine engineering trade is satisfactory. 


Metal and Hardware Trades 


Birmingham.—The cold rolled brass and copper section 
is quiet, but with a slightly better outlook. The metal small- 
wares and electroplating trades are dull. There is a better 
demand for general hardware. 

Sheffield.—The cutlery trade is unsatisfactory, with serious 
unemployment. The seasonal improvement has so far failed to 
materialise. The E.P.N.S. and sterling sections are normal 
for the time of year. 

Walsall—The improvement in hardware and ironmongery 
is being maintained, 

Wolverhampton.—Hardware is moderately active, and 
there is an improvement in hollow-ware. The lock trade is 
also better. Makers of edge tools complain of difficulties 
in certain overseas markets owing to subsidised competition. 








Chemicals 


In spite of disturbances due to the crisis, a fair volume 
of business has recently been passing. There has been an 
active demand for industrial chemicals, and business in 
pharmaceutical and other fine chemicals has been satisfactory. 
Trade in wood-distillation products has been quiet but steady, 
and stocks in most cases are lower. Acetate remains quiet. 
The demand for coal-tar products is no better. 


Cotton 


Liverpool—The forwardings of American cotton to the 
mills of tlie world for the season to October 15th amounted 
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to 1,935,000 bales, compared with 2,243,000 bales for the 
corresponding period of last year. During the month demand 
on the “ spot" market has shown an improvement, and with 
a limited quantity of suitable cotton being imported, Liverpool 
merchants have been selling from stock. The feature of the 
period has been the comparatively wide fluctuations on the 
* futures" market, and the disappearance of the premium 
on distant “positions. On October 1st the current month's 
-" deliver for American middling was quoted at 4-51d. per lb. 
and January delivery at 4:68d., whilst on October 22nd the: 
respective prices were 4°84d. and 4:82d. A big proportion 
of the 1938 crop fs entering the Washington loan, and before 
supplies can be released the shipper is responsible not only for 
the farmers’ loan rates but also for transport charges amounting 
to 7 or 8 American points per month. Thus a progressively 
highef market price 1s*necessary to ensure profitable releases. 
The weakness of the distant position is attributed to the 
obscurity of future American policy in relation to the huge 
supplies of cotton that.would, under normal conditions, be 
available for marketing. The October Bureau report estimated 
a crop of 12,212,000 bales, but with prevailing conditions 
its publication had little effect upon the market. 


Manchester —Trade was almost at a standstill during 
the crisis, but a fair number of enquiries have since come 
forward. There are reports of one or two large orders for 
yarns. Cloth prices have risen sharply in sympathy with the 
higher prices for raw cotton. This has brought out a certain 
amount of business, but not enough to alter the tone of the 
market. ‘Trading is still only spasmodic. 


Wool 


Bradford.—Business in tops is quieter, as users have 
now covered their needs for a reasonable time ahead. Prices 
are firm and unchanged. Recent business in yarns has mainly 
been in hosiery descriptions for the home market. Export 
trade is quiet. Prices are unchanged. 


Hawick.—There is no improvement in the Border tweed 
trade. Activity is mainly confined to contract work for 
materials sold at popular prices. The hosiery branch continues 
to improve. Spinners and dyers are also better employed. 
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~ Dundee—Conditions in the jute trade have become 
quieter again after the pressure of the past few weeks. There 
is still good business for immediate deliveries, and this keeps 
the prices for yarn and cloth very firm. The price of raw 
jute is reasonably steady. i 


Dunfermline.—The Fifeshire linen trade continues fairly, 
active, particularly at the heavy end, where there é& some 
pressure for delivery. Prices are firm. Flax and tow are 
offering more freely, but sellers are reluctant to reduce prices. 


Clothing, Leather and Boots . 


Bristol.—The boot and shoe trade remains fairly satis- 
factory. There has been a slight improvement in the. retail 
bespoke section of the clothing trade, but the ready-made 
and wholesale bespoke sections are unchanged, 


Leicester, —Home trade in boots and shoes is better, and 
manufacturers are busier. Export trade is only fair. The 
hosiery trade is not as good as it should be, but conditions 
in the underwear, women’s hose and infants’ fancy depart- 
ments are better. 


Northampton.—Business during the early part of the 
annual Shoe and Leather Fair was below expectations, but the 
general feeling was that better orders would follow later. 
Leather prices remain steady. 


 Walsall.—lanners report that prices are firmer and 
business better. Makers of fancy leather and sports goods 
are well occupied on seasonal orders. 





Shipping 

Bristol—Trade at the port has been well maintained, 
Stocks of grain in the Port Authority's warehouses are 
increasing. 

Hull—The recent improvement in rates for the Baltic 


has been maintained, but rates remain low for other directions. 
There is only a moderate demand for tonnage. 


Liverpool.—Rates for outward coal chartering show little 


change, and business has proceeded on quiet lines. The 
River Plate homewards has been slow, with rates at about 
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schedule.. There has been a moderate interest in miscellaneous 
cargoes from North America, and North Pacific loadings to 
the United Kingdom have ruled quietly steady. The demared 
from Australia has been inactive. | 

Newcastle-upon-ITyne.—Last month's improvement has 
been barely maintaiged. Rates have frequently eased in 
shippers’ fayour. The Baltic is the best market, for there the 
supply of tonnage is limited. 

Sowthampton.—The quantity of shipping entering the 
Docks during September amounted to 1,986,414 gross tons 
and.exceeded the, figure for September, 1937, by more than 
100,000 tons. Part of this increase was due to the fact that 
several liners of .the Compagnie Générale Transatlantique 
now. use the facilities at the Docks for passenger embarkation, 
whereas in 1937 tenders were largely employed. At the 
centenary celebrations of Southampton Docks a commemora- 
tion column was unveiled by the Chairman of the Southern 
Railway Company. 

Cardiff.—The freight market is steady. 

Newport.—Freight rates showed some improvement in 
September, but the volume of business was small. 

Swansea,—Demand has been quiet for all directions, 
and the expected enquiries for the North French Market have 
so far not come forward. The early October gales affected 
the movement of vessels, and charterers found some difficulty 
in securing tonnage. Rates are slightly better. 

East of Scotland.—There were over twenty vessels on 
loading turn at the Forth coaling ports at mid-October, mostly 
at Methil. While Leith dock returns for September showed 
some improvement in exports as compared with last year, 
decreases were shown in many of the principal imports, 
notably grain. Quiet conditions continue in the freight market 
although there is occasional enquiry for the Baltic. 

Glasgow.— There is a fairly good demand for tonnage 
to load coal at Scottish ports for discharge in the Baltic. 
There is no business offering to the Coast, Bay, Mediterranean 
or South American sections, 


Foodstuffs 


Liverpool, grain.—Apart from a consideration of price 
movements, which were violent during the closing days of 
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September, this report is largely concerned with weather 
conditions in the chief wheat-growing ,countries. In the 

outhern Hemisphere varying conditions are evenly balanced. 
The Australian crop is suffering considerable deterioration 
from lack of moisture, while satisfactory progress in the 
Argentine boints to a much larger crop.e United States winter 
wheat seed-beds require much greater precipitateen than has 
fallen so far, but in Canada fair rainfall, while not general, 
has improved prospects. Wheat prices in the Domfflion are 
firm, and the 1938 crop movement is well advanced. From 
September 2oth to 28th prices on the 4 futures" market 
advanced 6d. from 5s. zd. per cental, mainly due to political 
influences. The subsequent recession «to 4s. 1ogd. on 
October 22nd, however, indicated a return to more normal 
market conditions and reflected the satisfactory supply pasition. 
The price of maize—23s. per quarter—is lower than at any 
time during the past twelve months. A large surplus is 
available 1n the United States, where the new crop movement, 
favoured by good weather, proceeds satisfactorily. 


Liverpool, provisions,.— The demand for Continental bacon 
is quiet and prices are inclined to ease. American hams are 
scarce in a firm market. Lower lard prices are advised from 
Chicago, and values are easier. There is a very firm market 
in canned meats, with demand exceptionally good, while the 
demand for canned fruits is only moderate, without much 
change in values, Empire and Continental makes of butter 
have been quiet, with prices somewhat lower. The demand 
for cheese has been quietly steady, at slightly reduced 
quotations. 


Fishing 


Brixham.—Deep sea trawling has been impeded by bad 
weather, and the resulting scarcity has caused a rise in prices, 
Foreign landings have completed their quotas for this year, 
and so prices are likely to remain high until the New Year. 


Hull.—A shortage of supplies due to heavy weather and 
the prohibition of sailings to Bear Island and the White Sea 
during the recent crisis was apparent towards the end of the 
month. This caused prices to harden, Grave alarm is felt 
by.the distributing organisations at the policy of the trawler 
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owners in restricting supplies. It is felt that the resultant 
high prices will affect demand from the public. 


Penzance-—The Newlyn line fishing has been fair. 
Smaller trips were landed on account of the bad weather, and 
the boats were unable to fish in the deeper waters. Ray and 
skate were in good *demand, and prices very firm. The 
pilchard fisting is practically finished. It has been a most 
«insatisfactory season, prices having been the lowest on record. 


Scotland —Favourable accounts are being received from 
East Anglia, where most of the larger boats are now operating. 
Reports indicate that the quality of the herring is good but 
prices irregular. The line fishing round the Coast has been 
hampered by storrfis, and catches have realised good prices. 


Other Industries ° 


Carpets.—Kidderminster states that the improvement in 
the carpet trade is maintained, except in Wiltons and chenille 
squares. Some manufacturers are working full time, and the 
outlook for next year is good. Home stocks are low, and 
Australia; New Zealand and South Africa are placing orders 
freely. Raw material prices have hardened. 


Paper-making and Printing.—Bristol reports that there is 
a slight 1mprovement. The Edinburgh paper-making trade 
is fairly steady, and most mills are just able to work ordinary 
time. The printing trade was affected by the crisis, but has 
since begun to revive. Both the book and jobbing branches 
are now moderately active, 

limber.—lhere is a slightly better tone at Hull since 
the crisis, but business 1s still below normal. A considerable 
part of current imports are going into stock. Consumption, 
both from the house-building and packing case trades, 1s still 
.on a much lower level than usual. Shippers continue to 
maintain high prices, and some adjustment is needed before 
there can be any buying for the approaching season. 
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Overseas Reports 
Australia | E 
From the National Bank of Australasia Limited 


The recent recession is slightly more than can be explained 
by seasonal influences, but business stilf remains prosperous. 
Exports are falling, while imports remain high. “There was 
an adverse trade balance of £3,111,000 sterling for the two” 
months to August 31st, while last year this period recorded 
a favourable balance of £800,000 sterling. At the end of 
October widespread rains were urgently needed in Victoria, 
and rain was also needed in certain parts of West Australia, 
South Australia and Queensland. In certain areas good rains 
have recently fallen, 


Canada 


$ e 


From the Imperial Bank of Canada 


Considering the effects of disturbed conditions in Europe, 
business operations have been relatively well maintained. The 
total volume of freight has reflected a heavy movement of 
grain which has largely offset the falling off of shipments of 
some other commodities. The official economic index is 
108-3 or less than 2 per cent. below the figure of a year ago. 
This moderate setback is due to the lower level of wholesale 
prices and stock market quotations as well as to the contraction 
in car loadings. The index of the physical volume of business 
has shown a tendency to rise. Mineral production has con- 
tinued to increase, and manufacturing operations have been 
well sustained. The demand for electric power has been 
expanding, and there has been further improvement in building 
and construction, although the scale of such activities is still 
disappointing. The rush of grain down the lakes has been 
responsible for the highest shipping charges in the past ten 
years. The railways also are benefiting from the movement. 
Steel operations have been on an increasing scale to meet 
anticipated increases in domestic requirements. Good progress 
has been made in adjusting stocks. The textile industry is 
anticipating an increased demand, and the newsprint industry, 
with reduced stocks, is expecting to expand operations. Bank 
deposits have shown further increases and sufficient credit is 
available to'meet the needs of any expansion in business. 
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Bombay.—The vittis tension severely restricted the 
cotton market during September, but the tendency has since 
become firmer. Demand from the Continent has been small, 
but there are hopes that Japan will buy, as stocks there are 
almost depleted. The parity between American and Indian 
cotton has*widened considerably. Crop accounts have been 

“favourable apart from damage by heavy rains in the Oomra 
districts. The piece-goods market has improved as regards 
Japanese and Swadeshi goods, as the selling season has now 
started. Business in British goods is unsatisfactory. The 
yarn market has recovered from the political crisis, and trade 
has-been possible with the Far East. Japanese prices have 
fallen considerably, and Manchester spinners will have to 
follow if they are to compete. 





Calcutta.—The raw jute market was unstable during the 
latter part of September, but early in October local mills 
bought heavily and prices hardened. Up-country markets 
are firm. The European situation has dominated the hessians 
market, which early in October became firm with advancing 
prices. Heavy goods have been more stable. Shellac prices 

»have fluctuated narrowly and business has been far from brisk 
owing to political uncertainties. Japan has bought very small 
quantities. At the tea auctions the quality has been well 
maintained, with a fair demand for common and low medium 
grades though at lower prices. The hides market recovered 
in October following the crisis. 


Burma 


Rangoon.—The rice market has been very quiet, but 
prices should remain steady, as only small stocks of undamaged 
rice are now available. Europe and the Far East are completely 
out of the market, and Indian ports are dull. The European 
timber market has been active, and India has also shown more 
interest. The Rangoon log market is steady. Hardware 
dealers still find much difficulty in collecting their up-country 
outstandings, and are inclined to take a pessimistic view of the 
future. .Business consequently is restricted, and dealers are 
very cautious in extending fresh credits. 
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. Harvesting continued during September. Most of the 
grain crops were from two to three weeks late. Yields were 
unusually variable. It is believed that the wheat crop yield will 
be above that of last season, but the oats crop is below normal. 
While all root crops made good progress they failed to recover 
completely from the comparatively sunless suf®mer. The 
digging of main crop potatoes began towards the close of 
September. Average yields are indicated. Despite the com- 
paratively wet season the condition of livestock is on the 
whole satisfactory. Fairs held during September were of 
normal seasonal dimensions and prices remained fairly steady 
at previous levels. The supply of pigs was well maintained 
and demand continued steady. 


France 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first nine months 
of this year was Frs.12,613 millions, compared with Frs.13,333 
millions last year. The trade returns are summarised below :— 


First Nine First Nine 


Months, 1937 Months, 1938 Difference 


























Frs. mill. Frs. mill. Frs. mill. 

Imports— 
Foodstuffs 7,508 9,114 -- 1,606 
Raw Materials ... shee 17,919 19,907 -+ 1,988 
Manufactured Articles ... 4,738 4,997 +. 259 
30,165 34,018 -+ 3,853 

Exports— 
Foodstuffs 2,508 2,838 + 530 
Raw Materials... oss 5,985 7,047 + 1,062 
Manufactured Articles ... 8,539 11,520 -++ 2,981 
16,832 21,405 + 4,573 





= — 





Compared with last year, the value of imports has increased 
by approximately 13 per cent., and that of exports by just over 
27 per cent. There is an appreciable increase in exports of 


manufactured articles, 


The number of registered unemployed on October rsth 
was 359,349, compared with 314,436 at the same time last year. 
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Railway receipts from tlíe beginning of the year to 
September 3oth amounted to Frs.10,885 millions, representing 
an increase of Frg.1,933 millions, or 21-6 per cent., compartd 
with the same period last year. It must be remembered, 
however, that rates were increased in July, 1937, and again 
in January this year, by approximately 45 per cent. 

. . The gst of living continues to rise. The September 
index figure was 13 points, or 1:87 per cent. higher than the 
previous month. e 


Ld 


RETAIL PRICES OF 54 HOUSEHOLD REQUISITES 


. (1914 — 100) 
1936 May ... "s ios ee Tr iss 459 « 
1937 September... 5 io T n 642 
1938 August... "T Sis s waz nii 695 
1938 September... — s asi n 708 


Compared with September, 1937, the increase is 10°28 
per cent., while compared with May, 1936, the date immediately 
prior to the introduction of the new social laws, it is 54:24 
per cent. 


Le Havre-~—The “futures” market in coffee stood up 
well to the uncertain conditions during the International crisis 
and, although a control of prices was instituted, it did not 
function until prices rose sharply after the Munich Conference. 
Turnover was good, and prices are now rather better than they 
were a month ago. Demand from the interior has improved 
and, as arrivals have been poor, stocks at Havre have fallen 
to 611,000 bags. 


Cotton “ futures" prices were also put under control, but 
fluctuations during the crisis were not wide. Prices have since 
risen steadily and are well above those of mid-September, 
Demand from the mills has improved a little, but although 
some merchants retarded shipments, arrivals have been heavier 
and stocks in Havre have grown to 272,000 bales. 


 Lille.— Ihe cotton trade is gradually recovering from 
the recent tension, and the market has been fairly animated 
with prices firm. Stocks are at a low level, and with any 
return of confidence, the long-awaited revival in demand should 
materialise. The possibility of the renewal of the wages 
dispute, postponed at the time of the international tension, is 
causing some anxiety, as the textile workers claim a further 
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increase of r2 per cent. in addition to that of 3 per cent. 
recently granted. Among the flax spinners, conditions show 
little change. Continued uncertainty concesning the Soviet's 
exports policy is an unsettling influence. The local crop is 
reported to be good and is expected to show a yield of 15 to 
20 per cent. higher than last year. 


Roubaix.—lhe embargo placed on tops and*bther com- 
modities for defence purposes has been removed and business* 
in tops has been brisk. Demand for*noils shows some im: 
provement. Prices which sagged during the international 
crisis are now about 5 per cent. higher than a month ago. 
Combers are well supplied with raw material and the majority 
of them are working two shifts, and in some ‘cases three shifts, 
The average output is about 80 per cent. of capacity, and 
combers expect to maintain this level of production until the 
arrival of the new clip. In spite of the high combing output, 
stocks of tops at the end of September, at Kilos.9,323,000, 
show an increase of only Kilos.88,000, compared with the 
previous month. Spinners report increased activity, and 
enquiries for export account, for some time practically non- 
existent, are now coming in well. Conditions in the hosiery 
section are quieter than in the other branches. Piece-goods 
manufacturers are busy on old contracts, with a fair number of 
new orders. Negotiations are still in progress between the 
mill owners and the workers’ delegates regarding an increase 
in wages in view of the further rise in the cost of living, but 
agreement has not yet been reached. Unemployment is 
decreasing. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Markets continue quiet, with a noticeable 
lack of business. Wool, which had increased slightly in price 
on receipt of favourable advices from the primary markets, 
has again lost ground, owing to heavy stocks of combed wool, 
and small consumption. Cereals are inactive and prices 
show a downward tendency. The firm tone on the Stock 
Exchange which followed the signing of the Munich Agree- 
ment has given way to a certain reaction, with a smaller volume 
of business. 
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Brussels—The outlook in the iron and steel trade is 
much’ more encouraging. While the actual production of 
steel is not yet being increased, satisfactory orders are beifig 
received, particularly from Scandinavia, Holland and Egypt. 
The demand for domestic qualities of coal is being influenced 
by seasonal requirements, and there are delays inedelivery of 
certain clagses, particularly anthracite. There is a slow but 
progressive improvement in the demand for industrial coal, 
' On Oetober rst stocks,amounted to 2,350,000 tons, or rather 
- less than one month's production. | 


* 
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Germany : 


Business has returned to normal since the crisis, for 
Germany is already accustomed to cope with an acceleration 
of rearmament. At the end of September unemployment 
amounted to only 156,000. In Austria it has fallen to below 
100,000 for the first time since the anschluss. Employment 
in the old part of the Reich was 20,850,000 at the end of 
September, a figure which represents an increase of about 
1,200,000 during the previous year. It is still possible to find 

fresh supplies of unskilled labour, by extending working hours 
^ and recruiting women and young people, and also by the 
compulsory transfer of men already in work. The skilled 
labour problem presents greater difficulty. Closer control is 
also exercised over raw material supplies and over the extension 
of bank credit,so as to ensure that the most essential needs 


are met. 

The acquisition of the Sudeten areas has naturally raised 
many new problems. It is thought that the present exchange 
rate of Rm.12 to Kc.roo greatly favours the holders of Czech 
crowns, and may also hamper exports from the Sudeten 
industries, On the other hand the opinion is expressed that 
it will not take long to get rid of unemployment in these areas. 


Holland 


` The new National Budget, for 1939, estimates expenditure 
at Fl.744-8 millions and revenue at Fl.602:2 millions, leaving 
a deficit of Fl.142:6 millions, which is being covered in various 
ways. New taxes include a general 2 per cent. tax' on income 
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and profits, and a tax of 8 per cent. on trading profits earned 
in this country by corporations. It is also proposed to increase 
cettain import duties. 


Notwithstanding the seriousness of the international 
political situation, business in this country was not unsatis- 
factory in September. There was a fgirly big increase in 
foreign trades, exports, in particular, showing a substantial rise. 


FOREIGN TRADE OF THE NETHERLANDS å E 
LJ . 
Imports Exports Percentage of Imports 
In Millions of Guilders | covered by Exports 

1957 1938 1937 1938 * 1937 1938 
January to June — 746 701 532 499 71.4 71-2 
July ... 4. 146 120 102 78 ° 697 64-9 
August ss 122 116 98 90 80-3 17°5 
September ... 130 117 113 LOL 87-0 86-7 
m ut omn DNA Enea E MSN 
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Unemployment shows a downward tendency, the number 
of unemployed having declined between January rst and the 
middle of September from 439,300 to 302,900. The lengthen- 
ing of the period of military service has naturally had an 
influence on these figures. During the last few weeks there 
has been some increase in unemployment, but it is less marked 
than a year ago. Activity at the Ports continues encouraging. 
The increase over last year has been easily maintained. The 
decline in wholesale prices has continued, as will be seen from 
the following table :— 


INDEX NUMBERS OF WHOLESALE PRICES 
(Base : 1926-30 — 100) 


p Raw Manufactured General 
Foodstuffs Materials Products Index Number 


1936 September... 65-8 48-4 66-1 62-6 
1937 (average) ... 75-8 69-3 78-8 76-2 
1938 January — ... 79-0 61-8 78-1 75-2 
July is 73°7 56-3 15.4 71-3 
August T 73-3 55:4 75-1 70-8 
September ... 72:1 55:3 75-2 70-5 


The main event in the foreign exchange market was the 
decision taken at the end of September, to leave the guilder 
free to fluctuate against sterling. The rate quickly dropped 
from F1.8-82 to Fl.8: 54, but has since recovered to F1,8- 76, 
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Norway 
The foreign trade returns are summarised below :— 
Sept., Aug., Sept., 9 Months, 9 Months, 
1937 1938 1938 1937 1938 
Kr. mill, Kr. mill, — Kr.mill — Kr.mill Kr. mill. 
. Imports — .. 110-8 100-2 103-9 960-8 886-7 
Exports | .. — 75-4 61-5 14-9 586-4* 554-4 
Import Surplus — 37.1 38:7 29-0 374.4 $32: 3 


The increase in exports is mainly in those of chemical 
fertilisers and ships. Ihe number of unemployed amounted 
to 26,105 in September and 21,068 in August, as compared 
with 25,431 and 20,045 in September and August of 1937, 
respectively. The general index number of the cost of living 
was 170 (July, 1914100) on September rsth, 1938, or two 
points less than that of the preceding month. The wholesale 
price index for September 15th, 1938, was 151 (1913 — roo), 
while by October 15th, 1938, it had fallen to 150. The monthly 
index of industrial production (1935 =100), adjustments made 
for the varying number of working days, shows a general index 
number of 118 in August, 1938, as against 127 in August, 
1937, and 98 in July, 1938. The August figure of this year is 
9 points or 7:1 per cent. below the corresponding figure of 
last year. 


Home Market Export Total of 

Industries Industries Industries 

July August July August July August 
1936  ... 97 120 99 112 98 117 
1957  ... 109 135 114 113 110 127 
1938  ... 96 129 103 97 98 118 


The National Accounts for the fiscal year 1937-38 have 
now been closed with a gross surplus of Kr.44°6 millions arid 
a net surplus of Kr.36:6 millions. The surplus is due to a 
substantial increase in revenue, the total revenue amounting 
to some Kr.56-7 millions more than the budget estimate. 
Expenditure shows an excess of some Kr.21 millions. 

" According to estimates in the Press, the tourist traffic 
for the year of 1938 will probably reach some Kr.80 millions 
for 1938, compared with some Kr.67 millions last year. 


" Sweden 


An immediate consequence of the Munich Agreement 
was an improvement on the timber market. The season is 
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now so far advanced that buyers. must begin to think of 
covering their winter requirements. As is usual at this time 
of year, it has begun to be increasingly difficult to obtain the 
required specifications. Prices are a little firmer. Sweden's 
total sales since the beginning of the year were estimated in 
the middle of October at about 600,000 standards. 

During the crisis the wood pulp market was almost com- 
pletely inactive, but it has since recovered. Nevertheless, the 
turnover has been fairly small, and new contracts are stil 
being combined with the conversion of old contracts. The 
limit fixed for the year’s production has. now been very nearly 
reached. Only a few sales have been effected in mechanical 
pulp, But prices are unchanged and remain fairly firm. 

The Swedish iron market likewise felt the effects of the 
political tension, and a considerable buying demand for com- 
mercial iron was noticed. Thanks to the continued activity 
in the building industry there is a steady demand for con- 
structional iron, and the supply of orders has increased. The 
market is now beginning to quieten down, but prices are 
regarded as very stable. Some of the Swedish ironworks 
have sold their entire output for the current year, but they 
have preferred not to take orders for 1939. 


Denmark 


The political crisis made itself felt in various ways in 
Denmark, particularly on the Stock Exchange. In the days 
of the crisis the Foreign Exchange authorities gave a freer hand 
to imports of necessary goods, and the Government issued a 
decree prohibiting the export of a large number of goods. 
Both these measures were cancelled, when the war threat 
disappeared. 

The past financial year, 1937—38, of the State shows income 
on current account of Kr.544-6 millions and expenditure of 
Kr.521-r millions. The surplus of Kr.23:5 millions is only 
Kr.4 millions less than that achieved in 1936-37. For the 
current financial year the ordinary budget estimates a surplus 
of Kr.2:6 millions, but the supplementary budget to be voted 
later will, no doubt, greatly influence the final result. The 
State expenses are rapidly increasing. While in 1935-36 
total expenses were Kr.434:6 millions, the coming financial 
year estimates expenses at Kr.513-9 millions—an increase 
during four years of Kr.80 millions. 
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Foreign trade in August consisted of imports valued at 
_Kr.129-7 millions and of exports totalling Kr.126-4 millions, 
leaving an import surplus of Kr.3:3 millions. Total imports 
during the first eight months aggregate Kr.r,056:2 millions, 
against Kr.1,092:9 millions in 1937. Exports totalled 
Kr.1,019:9 millions, against Kr.996: 1 millions in 1937. 

As waggxpected, the year 1937-38 has been considerably 
better for agriculture than its predecessor. The net profit of 
agriculture rose from 2'5 to 4:2 per cent. This figure is 
arrived at after deduction of all working expenses, but does 
not include payment.of interest on the capital invested in 
agriculture. 

In order to,reduce unemployment, public works on a 
great scale will now be initiated. Finance is to be obtained 
chiefly through borrowing. 

The value of Danish exports to Germany during the 
October quarter has been fixed at Kr.82 millions, which com- 
pares with an export quota in the July quarter of Kr.73 millions, 
and in the April quarter of Kr.82 millions. 

While the wholesale price index again in September 
was unchanged at rro, this being also the figure for the import 
price index, the export price index rose from 112 to 115. 
A year ago the import index was 131 and the export index 
120. Thus prices during the past year have moved in a 
manner favourable to Denmark. 


Switzerland 


From Lloyds. & National Provincial Foreign Bank Limited 


The bourses have become steadier since the international 
crisis. The sterling exchange has strengthened in favour of 
Switzerland, and is now slightly under 21 francs. The latest 
return of the National Bank shows that the circulation of notes, 
which had risen to Frs.1,933 millions at September 3oth, has 
now dropped to Frs.1,733 millions. The gold cover is 85:27 
per cent. Swiss exports to England increased by Frs.11 millions 
during the month of August, and Frs.16 millions in September. 


Ly 


. Morocco 
From the Bank of British West Africa Limited 


. Business conditions in the French zone of Morocco have 
"been adversely affected by the European crisis, and there was 
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a disinclination to sell until the situation became clear. Prices 
for Japanese cotton goods have been gradually falling for some 
weeks. Green tea continues firm with an upward tendency, 
as difficulty is anticipated in obtaining fresh stocks from 
China. The French Authorities have introduced legislation 
to create reserve stocks in the French zqne of green tea, sugar 
and canned milk up to 25 per cent. of all quantjgies imported 
as from November rst. The first rains have fallen over mos, 
of the country, but not enough yet to enable ploughing to 
begin. In exports, cereals and seeds have been very quiet. 
Buyers have been holding off in view of the European situation. 
Prices consequently have fallen, and fair stocks of cereals 
continue to be held by farmers. The French Government 
have notified the Moroccan Authorities that France desires to 
import as little as possible of this year’s Moroccan soft wheat 
crop, which amounted to 21 million quintals. Present in- 
dications are that France will not import more than 650,000 
quintals. Eggs are in good demand from France, and local 
prices have risen sharply. 


The United States 


Notwithstanding the fear of a general European war, 
commercial activity here did not suffer any great setback 
during the period of acute crisis. Provided conditions abroad 
quieten down, things here should advance satisfactorily. For 
the first nine months of 1938 the value of construction work 
at $2,004 millions is more than 6 per cent. over that for the first 
three quarters of 1937. Much of this is explained by Govern- 
ment relief projects, as public works are 37 per cent. higher 
against a decline of 28 per cent. in private contracts. Motor 
vehicle construction shows its usual upward seasonal trend. 

As a result of the European war scare there was con- 
siderable activity in the ‘‘ futures " market for raw sugar, and 
quite a substantial volume of business was done. In actuals, 
however, not very much happened. Supplies of sugar in this 
country are ample for all normal requirements, and it is rather 
difficult to account for the bullish féeling, especially as the 
beet sugar producers have to dispose of nearly 750,000 tons 
before the end of the year if the quota allotted to them is to be 
filled. Crude rubber has shown a substantial increase in 
price during the last month. Present prices in fact are almost 
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Io per cent. higher than those ruling four weeks ago. The 
principal non-ferrqus metals are all quoted higher. European 
demand for copper is expected to remain strong, and home 
prospects are not too unfavourable. Business in lead and 
zinc has been on a very moderate scale. 


On October ist, 96 furnaces were in blast* against 89 
working oneSeptember ist. Output of pig-iron last month 
«&otalled 1,680,435 tons, equal to 56,015 tons daily compared 
with the August figure of 48,193 tons. This increase of 16 
per cent. has followed a 24 per cent. rise in August over July. 
The volume of steel ingot manufacture also rose—the total of 
2,657,748 tons was roughly 44 per cent. higher than the, August 
output, and repsesents operations at some 46 per cent. of 
capacity. The outlook for the steel trade is not such as to 
encoyrage great optimism. The United States Steel Cor- 
poration reports that shipments of finished products from its 
works amounted to 577,666 tons during September, compared 
with 559,634 tons shipped during August. 


So far this season exports of raw cotton have totalled 
705,603 bales. Parallel shipments in 1937 totalled 976,937 
bales; ‘Speculation in cotton “futures” has been fairly active, 
and naturally prices fluctuated during the recent crisis. The 
latest estimate of the Department of Agriculture gives this 
season’s crop at 12,212,000 bales, or an increase of 387,000 
bales over the previous estimate. Reports from the finished 
cotton goods market show a slight improvement, and manu- 
*facturers are stated to be in need of material to cover orders 
in hand, These, however, should be filled easily from the 
stocks in hand held by the cotton textile mills. 


South America 


From the Bank of London and South America Limited 


Argentina.—Heavy frosts at the end of September affected 
about ro per cent. of the increased area sown to wheat, linseed 
and oats, and have reduced the productive area nearly to last 
year’s figure. Slight to moderate rains fell in the Centre and 
North during October. Grain prices are easier. Maize 
shipments up to September 23rd this year were only 1,529,933 
tons, compared with 7,107,204 tons last year. The exportable 
surplus of maize on September 24th was 1,839,263 tons. 
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Exports for the first nine months of this year were only 1,038 
million pesos, compared with 1,871 million, pesos for the first 
nine months of 1937. Imports are also nowerapidly declining, 
the September contraction 1n imports of Japanese cotton goods 
being very striking. The anti-dumping bill was not con- 
sidered by Congress before the close of the ordinary session. 
The market for cotton and woollen piece goods hgs been very 
quiet. Retail trade has also been dull, owing to the considerable, 
reduction since last year in the purchasing power of the public, 


Brazil.—Business in the local produce market remains 
quiet. The coffee market has recovered, partly from the 
stagnatjon caused by the European political crisis, but there 
are indications that world stocks are again gsowing. Brazilian 
shipments to the end of September were nearly 13 million 
bags, or 50 per cent. more than in 1937, Exports for the first 
nine months of 1933 to 1936, however, averaged 10 million 
bags. Prices are also lower than a year ago, so that so far as 
the value of shipments is concerned, their increase in volume 
has been largely neutralised. 


Chile.—Business has improved since the termination of 
the European crisis. Conditions in the foreign exchange 
market are unchanged, and distribution of sterling and dollars 
by the Control Board have been negligible. Early in October 
pending orders in Valparaiso had been awaiting cover for 
over a month. Cancellation of shipments to Europe during 
the crisis caused some liveliness in the market for spot ** com- 
pensation " currencies. 


Japan 


The improvement in exports continues, while imports 
of cotton and wool are also slightly higher. The upward 
trend of prices is noticeable in many commodity markets. 
Rice and raw silk have advanced sharply. The stock market 
maintains a firmer tone, although business is limited. The 
money market remains quiet. In the capital market the 
revival has been maintained, and Government bonds are 
strong. Rice crop prospects are less satisfactory, but the 
crop is expected to be slightly above average. 
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Statistics 


BANK OF ENGLAND 


Issue Department , 





e 
Other ; "T 
Note Govt, Other Silver Fiduciary 
Circulation Debt S rl Securities Coin Issue Gold 
£ mn. £ mn, £ mn. £ mn. £ mn. £ mn. £ mn. 


End March, 1931| 357-1 | ell-0 | 222-0 | 12-9 4.0 | 260-0 || 144-5 

» „p 19"-505 | 11-0 | 240.9 | 19-3 3-8 | 275-0 || 120-8 
a»  , 1934 378-8 | 11:0 | 245-4 0-1 3-5 | 260-0 || 191-1 
s,  , 1936| 4065 | 140 | 246-5 1-5 1-0 | 260-0 || 200-6 





» p» 19374 473-8 11-0 187-0 2:0 — 200-0 313-7 
” » 1958: 485- 4 A1.0 188-2 0-8 TER 200-0 326-4 
Oct. 19, 1938; 486-4 11.0 188-8° 0-2 — 200-0 326-4 
Oct. 26, 1938] 482-6 11:0 188-9 0:1 — 200-0 326-4 





Banking Department 


. Govt. Discounts) Other 
Public | Bankers’ | Other d Propot- 
Deposits | Deposits | Deposits cur cee gd Reserve || “tion 
£ mn £ mn £ mn. £ mn £ mn. £ mn. £ mn. 95 


End March, 1921 | 17-2 | 58-8 | 34-7 | 30-3 | 24-6 | 25-7 | 48-3 | 43-6 
»  » 192, 20.2 | 54-6 | 34-4 | 35-7 | 12-7 | 51-1 | 35-9 || 30-9 
» "» 194]| 175 | 94-5 | 369 | 70-1 | 5:6] 11-0 | 73-4 | 49-2 
» »„» 186| 18-0 | 83-6 | 37-0 | 80-3 | 50 | 16-7 | 54-9 | 39-6 
»  » 187| 522 | 62-3 | 38-5 1100-5 | 7-1] 22-9 | 40-8 | 27-7 
»  » 1938| 17-8 |1081 | 37-4 |110-8 | 8-7 | 20:2 | 418 | 25-6 


mamataan e || unnn D. nmm mama T nmm d ————M 


Oct. 19, 1938 | 335-8 90:9 55:9 | 104-9 80 | 23:9 | 41-4 || 25-7 
Oct. 26, 1938 | 25-0 | 100-4 55-5 || 107:6 4:2 | 21:6 | 45-3 | 28:1 





LONDON CLEARING BANKS (monthly averages) 





Accept- Balances Call 
Deposits | Gust. | Cash ott ds. Bills Uer Advances 
tees, etc. eques Money 
£ mn. £ mn. £ mn. £ tun. £ mn. £ mn, £ mn. £ mn. 


March, 1931 | 1,763- 121.5 | 184-0 | 43-5 | 114-1 | 240-4 | 311-1 | 936-1 
1932 | 1,676-4 98.7 | 174-0 | 43-4 | 112-5 | 216-8 | 281-9 | 902-1 
», 1934 1830.6 | 112-8 | 218-9 | 43-5 |; 120-4 | 202-1 | 547-1 | 753-0 
»,  1936*| 2,108-3 | 105-2 | 216:7 | 55-8 | 162-4 | 252-0 | 635-1 | 849-2 
i 1937*| 2,244.2 | 122-5 | 225:8 | 62-7 | 169-8 | 247.8 | 667-4 | 934-4 
»,  1938*| 2,2535.7 | 112-0 | 244.2 | 59-1 | 150-4 | 238-6 | 634.0 | 995-2 


inda dii iiim | aiii tinae PPAR | nera sott [| eom esee meme no | memet erm emer 


Aug. 1938*| 2298.1 | 115-7 | 241-0 | 55-4 | 153-1 | 304-7 | 641-5 | 970-3 
Sept, 1928*| 2,268-9 | 122-1 | 233-9 | 51-4 | 148-2 | 289-0 | 645-8 | 969-2 








* Includes the District Bank. . 


LONDON BANKERS' CLEARING HOUSE RETURNS 








! dm [S| exp [ ve 
Em. | imn. | &mn | îm, 
1930 38,782 1,812 2,964 43,558 
1931 31,816 1,668 2,752 36,236 
1932 27,834 1,610 *| 2,668 as 32,112 
1933 27,715 1,657 ` 2,766 32,138 a 
1934 ... 30,740 1,760 * 2,984 35484 ' 
1935 ... 32,444 1887 .| 35229 37,560 
1936... . 35,039 2,040 3,538 40,617 
I9ST A We x 36,719 2,162 *5,805 42,686 
1937 to Oct. 27 30,499 1,787 $135 | 35,421 
1938 to Oct. 26 ... .. | 27,743 1708 | 3,022 32,473 

1937, October (4 weeks) ... 2,824 175 311 3,310 

1938, October (4 weeks) ... 2,649 168 295 3,112 
BANKERS’ PROVINCIAL CLEARING RETURNS 

Mar., | Mar., | Mar, | Mar, | Mar, | Mar, | Mar., | Aug., | Sept, 

1929 | 1932 | 1934 | 1935 | 1936 | 1937 | 1938 | 1938 | 1938 
Birmingham. | “11-9 |" 9-0| 103 |" 96 | 10-7 | 1b3| 106| &2| 78 
Bradford 5-9 374 4-2 3°8 4-7 4-6 3-6 3:0 2-9 
Bristol | ..| 53| 49| 54| 49| 5:5] 55| 59| 5-2] 52 
Hull 40| $0| 32| 32! 34| 40| 40] 3-4] 22 
Leeds | ..| 44| 3:8) 44| 43| 39| 481 43| $2| 3-5 
Leicester 36] 31] 33| 28| 1| 3| 33| 25| 2-7 
Liverpool ... | 34-2] 25-6 | 26-8| 25-8] 27-51 3»8| 248. 201| 20-7 
Manchester... | 58-0] 42:5] 46-1] 42-8] 44-9] 50-7] 44-0] 36-2! 34-4 
Newcastle-on- 

Tyne 65| 57| 69] 55| 57| 631 69] 5-8] 56 
Nottingham 28] L9| 20] 20| 21] 23] 231 18] L8 
Sheffield 46] 33| 3-6| 34] 4:3] 60] 481 3-9] 38 

141.2 | 106-2 | 117-2 | 108-1 | 115-8 | 134-6 | 114-5 | 93-3 | 91-9 
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LONDON AND NEW YORK MONEY RATES 








LONDON New YORK e 
Treasury Bills F.R.B. 
Bank | |— — —— —— ——— | 3 Months’ | Short Re- Call Accept- 
Rate 'Tender Market Bank Bills Loans discount | Money ances 
Rate Rate Rate 


—— - ~ Mar | AAAA l aaan ne | 


y 
ae Pa cent. Per cent. Percent. | Percent. | Percent. | Per cent. | Per cent. 
2-21 2 1} 














































End March, 1931 2-28 | 244-28 
wm „ 1932 Š$ an li 21-21 2-3 ó 21 24 
^. 4 «9| 2 o $ H Bl H 1 à 
n » 1936 2 $$ $ serre 4-1 14 i er 
»  » 1937] *2 i i ; +1 | 1: | 1 is 
» » 1938 2 $ . $ Bers 4-1 i l t 

Sept. 21st, 1938 (2 Hi: $é-$ | 13-16 1 1 1 i 

Oct. 26th, 1938 | 2 H i » ili 1 I i 

FOREIGN EXCHANGES 
rid | 1926 1938 

S Oct. 28 | Oct. 27 Oct. 5 | Oct. 12 | Oct. 19 | Oct. 26 

Pe Seer un 4-894 4-955, 4-7] 4-803 | 4-743 4-773 4-773 
(b) 3 months || i$c.pm. | $c. pm. 3c, pm. | ljc. pm. | lic. pm. | lic. pm. | l4 5c. pm. 
Montreal xu 4-887 4-95} 4°82 4-834 4-79 4-823 4-818 
Pa Spot T 105} 1472 17848 178 $$ 178 8 178% 17833 
(b) 3 months | Fr.1$ dis. Fr.5$ dis. | Fr.7 dis. | Fr.53 dis. Fr.d$dis| Fr.4 dis. | Fr.44 dis. 

rg Official ... 12:164 12:331 11:95 11:98 11:85 11-903 | 11-92 


R istered 
©) CE arks 481% dis. | 50% dis. 


66% dis. | 55396 dis.| 562% dis 
Amsterdam ... 9°05 8-96 17 9 


578% dis.| 574% dis. 
8-774 714 


7 5 j 28.51] 2.07 28-26 28.200 
29-044 29.34 21.85 . . ] 
Man 924 : 944 89 914 90} 903 903 
Zurich 21-283 21-48 21-00 21-04 20-924 | 21-01 21-03} 
Stockholm 19-394 19-393 19-39 19-41 19-41 19-41 19-4] 
Madrid nm. q 80* 150* 150* 150* 150* 150* 
Prague 138} 1414 137 1394 138 1382 139} 
Aires—~ 
ty Report c 15 15 15 15 15 15 
(b) Import ... 17 16t 16t 16+ 16+ 16 
(c) Free . 17:61 16-65 18-88 19 18-98 18-98 


Rio de Janeiro— 
Prov. Deposit 








Rate 83$300 | 88$000 858800 884040 87$460 | 87$300 
Valparaiso 1314* 123-78* | 120* 118* 118* 118* 
Bombay . 184d. 184d, L743d 173d 1748d. | 1748. 
Hong Kong ... 14£d. 15d 15d 15d. 143d. 144d, 
Kobe wht 1/23 1/2 1/2 1/2 1/2 1/2 
Shanghai 1445 d. 144d, 83d. 81d. 8d 81d. 
Gold price 142s. 2d. | 140s. 8d. | 147s. Od. | 144s. 10d. | 146s. bd. 145s. 84d.) 145s. 8d 





Silver price 20id. 1914d. 182d. 19d. i9i3d. | 198d. 


* Nominal. + Plus 2 per cent. commission charged by the Central Bank, making the full rate 16-12. 


PUBLIG REVENUE AND EXPENDITURE 


REVENUE-- 
Income Tax ..*  ... es 
Sur-Tax 


ieee ee 


National Defence Contribution 


Customs 

Excise 

Motor Vehicle Duties 
(Exchequer Share) is 

Other Tax Revenue... - 


Total Tax Revenue 


Post Office (Net Receipts) . 
Crown Lands... 

Receipts from Sundry Loans 
Miscellaneous Receipts 


Total Non-Tax Revenue 

Total Ordinary Revenue is 
Post Office... oes ne 
Road Fund ... M i33 


Total Self-balancing Revenue... 


Creer aes 


EXPENDITURE — 
National Debt Interest 
Payments to N. Ireland 
Other Cons, Fund Services... 
Post Office Fund  ... ds 
Supply Services as 


Total Ordinary Expenditure ... 


Sinking Fund ... 


mm 




























































































| 1937-8 | 1938-9 
1934-5 | 1935-6 | 1926-7 | 1937-8 | to to 
Oct. 23 | Oct. 22 
£ mn. | £ mn. £ mn. | £mn. | £ mn. | £ mn. 
228.9 | 238.1 | 257-2,| 298-0 | 66-8 | 71:8 
51-2 | 51-0 | 52-6 | 57-1 7-4 9.1 
81.3 | 87.9 | 88-0 | 89-0 1-8 | 41:5 
24-1 | 95-8 | 29.1 | 24.2 | 11-3 | 102 æ 
— — — l:4 — e 8:5 
85-1 ! 196-6 | 211-3 | 231.6 | 126-5 | 126-9 
104.6 | 106-7 | 109-5 | 113-7 65-1 | 65:7 
51 | 50 | 3a-7*| 3x6] 93 | 92 
8-1 2.1 1:7 1:7 0-1 0-6 
HNENU GONE: 
683-4 | 713-2 | 783-1 | 841-3 | 338-3 | 343-5 
eee — 
12-2 | 11.4 | 11-0 | 10-5 8-1 7-5 
L3 1:4 1:4 1-3 0-7 0-6 
4-4 4.9 4-5 5.2 2-6 4-1 
15-1 | 21.7 | 246 | 13:5 8-4 6-8 
33-0 | 39.7 | 41-6 | 31-3 | 208 | 19-0 
716-4 | 752-9 | 824.7 | 872-6 | 359-1 | 362:5 
61-8 | 66:1 | 71-9 | 76-1 | 39-1 | 39-8 
26-4 | 95.8 - - — — 
88-2 | 91-9 | 7L-9 | 76:1 | 39:1 | 39:8 
211-6 | 211-5 | 210-9 | 216-2 | 130-4 | 131-6 
6-8 7-2 8-0 8-9 3-7 4-0 
3-6 5.7 3.2 3-1 1-9 17 
2-8 1:1 0-4 € = es 
472-2 | 512-0 | 594-7* | 605-0* | 231-4 | 402-5 
696-5 | 737-5 | 817-2 | 833-2 | 467-4 | 539-8 
— -——4-— 
12-3 | 12-5 | 121 | 10-5 = — 
I-—— NAR mM 
. | 71-9 | 76:1 | 39-1 | 39:8 


Self-balancing Expenditure 
(as per contra) ` 





* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-57, 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
. Coal Pig-Iron Stel , 
Total 1913. .. a ena? E E? n 
x 1925 uo iE ce 243-2 6,262 1,385 
a 1999 — .. 2 Se 257.9 7,589 9,636 
„ 1920 p NM" 243-9 6,192 7,326 
i MOSEL — 0e aw ws 219-5 3,773 5,203 
y 1832 Me a o |- 208-7 3,574 5,261 
jp. DOSS: ae r 38 207-1 4,136 7,024 
§ ASA. ou Me, i 221-0 5,969 8,850 
i95 ue dues 222.9 6,426 9,842 
» 1936 io ue en 228-5 7,686 11,705 
TN AME 241.2 8,497 12,964 
Total to Sept, 1937 ...  ... 178-5 6,181 9,548 
Total to Sept, 1938 — .. 169-2 5,386 8,023 
BOARD OF TRADE PRODUCTION INDEX NUMBER 
(1930 = 100) | 
Complete Year 1937 1938 
1936 | 1937 |2ndQr. 3rd Qr.| 4th Qr. | Ist Qr. |2nd Qr. 
Mines and Quarries ... — ... | 94-4] 99-8 | 100-5 | 95-6 | 103-9 | 104-0 | 89:4 
Iron and Steel wes wee | 150-1 | 166-6 | 165-6 | 165-5 | 177-3 | 168-4 | 131-7 
Non-Ferrous Metals ... w+ | 145-8 | 165-3 | 166-7 | 173-3 | 166:2 | 153-3 | 147:2 


Engineering and Shipbuilding | 123-3 | 136-3 | 138-2 | 134-9 | 135-3 | 132-7 | 128-8 
Building Materials and Building | 157-1 | 153-2 | 155-9 | 160-3 | 148-3 | 146-1 | 153-4 


Textiles es 05e e | 126-4 | 129-6 | 135-1 | 127-5 | 125-8 | 116-9 | 106-4 
Chemicals, Oils, etc. ... — ... | 115-4 | 124-5 | 126-4 | 123-8 | 125-5 | 123-5 | 117-4 
Leather and Boots and Shoes... | 120-7 | 118-9 | 121-3 | 117-7 | 115-7 | 119-5 | 109-7 
Food, Drink and Tobacco ... | 114-5 | 119-9 | 124-9 | 120-3 | 123-2 | 116-0 | 123-6 

ERN SIS MEN TREE, rre UN] Leese ane 


Total* — s us ss | 124-6 | 133-1 135-8 | 130-4 136-6 | 122-4 | 122-1 - 


* Includes paper and printing, gas and electricity, rubber, cement and tiles, 
T Revised quarterly by the Board of Trade. 
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UNEMPLOYMENT 
(a) Percentage of Insured Workers 
> 
Date 1929 1931 1932 1934 1935 1936 1937 1938 
End of— 
January 12-3 21-5 22:4 18.6 17-6 16:2 12-4 13-3* 
February 139-1 21:7 22-0 18-1 17:5 15:3 12:0 13.2* 
March 10-0 21:5 20-8 17-2 16.4* | 14-2 11-6 12-9* 
April 9:8 20-9 21-4 16:6 15-6 13.6 0-5 12.9* 
May 9.7 20-8 22-1 16-2 15:5 12.8 10-7 13.0*. 
June 9°6 21:2 22:2 16.4 15.4 12-8 10:0 |,13:4* 
July 9.7 22:0 22.8 16-7 15-8 12:4 10-1 13°3* 
August 9-9 22-0 23-0 15-5 14.9 12.0 e 9:9 13°0* 
September | 10-0 22-6 22.8 16-1 15.0 12:1 9-7* | 15:2* 
October 10-3 2l-9 21:9 16-3 14.5* | 12-0 10-2* 
November | 10-9 21-4 22.2 16-3 14.5 12-0 11-0* 
Decembet | 11-0 20-9 21-7 16-0 14.1 12-0 12.2* 
+ 





* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 





Mar., | Mar., | Mar. | Mar, | Sept, | Mar., Sept., 
1932 | 1935 | 1936 | 1937 | 1937 1938 1938 


meet | bannnan et i | re Cg ONON BOON O i 


Number employed ... | 9,549 | 10,200 |10,689 |11,310 | 11,599 | 11,380 | 11,402 |11,580 


————g | g, À a A A || aAA | ann | eae (a 


Wholly unemployed... | 2,129 | 1,727 | 1,551 | 1,330 | 1,081 | 1,356 | 1,273 | 1,323 











Temporarily stopped 427 324 240 170 195 338 420 
Normally in casual 

employment soe 104 92 88 16 58 70 60 64 
Total unemployed ... | 2,660 | 2,143 | 1,879 | 1,576 | 1,334 | 1,764 | 1,780 | 1,807 





RAILWAY TRAFFIC RECEIPTS 

















Five weeks ended Aggregate for 42 weeks 
Oct, 24, 1937 Oct. 23, 1938 1937 | 1938 — 
Pas- Pas- s 
saber Goods ense Goods S ap S Goo ds US Goods 
£ mn £ mn £ mn £ mn £ mn £ mn, £mn.| £mn 
Great Western "Ye i 1-7 1-1 1:6 9:5 13:1 9-4 |12:5 
London & North : 
Eastern* ... 5s 1-6 3-1 1:6 29 | 14-6 , 24-6 (14.5 | 23-1 
London Midland & | | 
Scottish ... ew | 2:5 4-0 2:5 3-6 | 22-4 | 31-4 | 22-4 , 29-3 
Southern we | 1:6 0-5 1:5 0-5 | 141 | 3:9 | 14:0 ' 3-8 
Total... ii ww! 6.8 9-3 6-7 | 8-6 | 60: | 73-0 !60-3 68-5 
i 


* The London &eNorth Eastern Railway Returns are made up a day earlier each week 
than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 
Change ig value since same date in previous year 





By CATEGORIES : Great Britain 
Total 
Food and Perishables... e ... 
Other Merchandise 
of which , $ 
Piece-goods* 


(i Household Geods 


(ii) Dress Materials ... 
Women's Wear* TO 
(i) Fashion Departments ... 
(ii) Girls’ and Children's Wear 
(ii) Fancy Drapery ... 
Men's and Boys’ Wear 
Boots and Shoes 
Furnishing Departments 
Hardware 
Fancy Goods ... 


Sports and Travel 


Miscellaneous and Unallocated 


By AREAS~— 
All Categories- 
Scotland 


North-East ... 

North-West ... : 
Midlands & South Wales ... 
South of England 


Sept., 
1935 


o, 
+ 8-1 
+ 8-6 
4765 
+ 3:5 
+ 4-0 
+ 3-0 
+ 9-6 
413-0 
410-3 
+ 6:9 
+ 9:7 
+ 8-6 
+ 6:2 
+ 8-4 
+ 3-3 
+ 1:8 


+ 7-0 


+ 9:8 


London, Central & West End | + 7:1 


London, Suburban ... 


* Including some goods which cannot be allocated to sub-headings. 


+10-1 


Sept., 
1936 





August, 
1938 


76 
4- 2.8 
+45 


e 


Sept., 
1938 


7b 
+ 0-9 


OVERSEAS TRADE 


pe —————— PP — M Ü c —ínnunad 











































































Imports è EXPORTS 
+ 
Date Manu- i Manu- 
Ra Raw 
Food Materials prom Total Food Materials ue Total 
Monthly Average— £ mn. | £mn. | £mna. | Emn., | £mn. | £mn. | £mn, | £mn. 
1929 eis s.. | 446, 28:5] 27-9; 101: 7| 446 6-6 47-8 | 60-8 
1930 D .. | 49:6| 20-9! 25-61 870! 5:3 5 a367! 47-6 
1931 ous 54-7) 14°47) 21-8) 71:8 %0 3:9 24-3 | 32-6 
1952 S$1-1 |] 15:7] 13-1] 58-5 | 27 5:6 23:0 | 30°4 
1933 28-5] 15:0] 12-6; 56-3 ae 3-8 23-4 1* 30-6 
1934 4| 28-9; 17-54 143| 61-0 '5 4.0 |. 25-4 35-0 
1935 29-6 17-7 15-4 65.0 2:6 4.4 21:4 à5.5 
1936 ze ..]|] 31-9) 20-7] 17-7) 707] %0 QU 28-4 | 36-7 
1937 -— we | 36-0 | 26:5| 22-9] 857, 32 5-4 33-7 | 43-5 
Sept., 1937 °.. 56-1 | 26:5] 24-6] 87T:8| $4 | Q4 44.5 | 44:5 
Sept, 1938... 37-7! 18:0! 187| 75-0} 31 4-6 31-1 | 39-8 
SOME LEADING IMPORTS ° 
| un e Iron and 
Wheat oo Wet and Woe? | Rubber | weet 
Dry factures 
: . | (thous (thous. 
(thous. . |centals of |centals of} (thous. | (thous. jcentalsof| (thous. 
Monthly Average— cwts.) 100 tbs.) | 100 Ibs.) | cwts. | tons) | 100 Ibs.)| tons) 
1929 dd ws | 9,814 678 98 137 
1930 EM .. | 8,751 652 108 128 326 243 
1931 9,952 707 106 122 257 257 
1932 8,803 765 105 153 176 133 
1933 9,366 793 120 162 189 81 
1934 8,552 657 116 187 $95 114 
1955 8,435 720 141 185 325 96 
1936 8,401 762 157 198 116 124 
1937 8,074 653 157 149 254 170 
Sept, 1937... ew | 6,595 295 . 190 155 373 226 
Sept, 1938... .. | 9,194 | 288 363 | 118 119 | 251 62 
SOME LEADING EXPORTS 
Iron ; Cotton 
Miachin- | Cotton : Woollen orste 
Date Yarns a. Tissues ie pon 
ill. mill. thous, thous. 
Monthly Average— ) : B. vds.) Si yds.) B yds.) | (number) 
- , 1929 Mr "T 5 47 11-8 | 4306 9,016 | 3,490 ; 
1930 exa 5T . 6,587 1,602 
1931 -— dei . 4,694 1,429 
1932 vi Y" . 4,461 2,246 
1935 wee "T . 5,110 2,821 
1934 ex ET . 5,145 2,904 
1935 eo vis . 5,934 3,659 
1986 e | 6,523 4,268 
1937 |... ae 215 6,653 4,468 
Sept, 1937... e | 3,657 | 194 37 11.9; 157 6,437 | 3,275 | 3,793 
Sept, 1938 ... . | $012| 138 35 10-7 | 116 5,086 | 2,389 922 
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PRICES 


1. WHOLESALE PRICES 


TWEEN RRTOPIPO, SENSSGUEABEEAUHSOEQIR ceca 


Date 


Average 1929 ... 
19 


End Sept., 1957 
„ Oct, 1937 
» Sept, 1938 

Oct., 1938 


Ld 


Index Number (Sept. 16th, 1931 = 100) 


U.K. U.S.A. Italy Germany 
150-9 139-4 146-0 126-1 
+1077 103-5 165-5 101.9 
103-5 89-3 93-1 88-7 
103-5 93.7 86-6 85-7 
106-4 111-1 84-2 90-4 
8-1 120-3 97-2 93.5 
116-2 121-4 112-5 95-6 
134-6 131-5 133-3 97-3 
"135-0 131.5 139-3 97-6 
132-6 127-7 141-6 97-2 
119.6 116-6 144-2 97-0 
120-0 116-6 — — 





Sources: U.K., * Financial Times ” ; U.S.A., Irving Fisher ; France, Statistique Générale ; 


Italy, Italian Chamber of Commerce ; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 












Rent Fuel Other All 
Date Food (including | Clothing and Items Items 

Rates) Light included | included 
End of 1929  .. 57 52 115 75 80 66 
1931  .. 31 54 90 75 75 47 
1932 23 55 85 70-15 70-75 42 
1933 24 56 85 10-75 70-75 42 
1934 25 56 85-90 70-75 70-75 44 
1935 31 58 85 75 70 47 
1936 36 59 90-95 75-80 70 51 
End Sept., 1937 ... 43 59 105-110 80 75 58 
» Aug. 1938... 40 60 110 80 75 56 
» Sept, 1938... 39 60 105-110 80 75 55 








The figures represent the percentage increase above July, 1914, which is equal to 100. 


3. COMMODITY PRICES (average for month) 















































No. | Sugar Cotton Wool Pig-Iron, Tin, Rubber 
Date r Centrifugals| American 64's Cleveland | Standard | Plantation 
Manitoba U.K, Middling | tops avge. No. 3 Cash heet 
pergue — per ton per ton per ib 
Average 1929 .. 9 104 
19531 s: 6 34 
1932 ... 5 
1933 ... 5 
1934 ... 4 
1935 ... 4 
1936 ... 4 
1931 4 6 
Oct, 1937 6 
Sept., 1938 2 
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The Strength of Democracy 


By Donald Tyerman 


ORD ACTON once said that national character was the 

last resort of baffled historians seeking to explain events. 

It was a shrewd hit. Yet habits and history are strong, 
and nations vary widely in their political practices. Twelve 
months ago a contributor to these columns showed how the 
establishment of a rigidly controlled economy in the Third 
Reich had been made easy by the German people’s traditional - 
reliance «pon State supervision and direction. To-day a‘ ` 
more than fourfold increase in world expenditure on arma- ` 
ments in only five years has caused all countries, democratic 
and totalitarian alike, to examine their traditional practices 
of government, production and trade, in search of ways and 
means to maintain a war economy in time of peace, The 
problem confronting every nation is essentially the same - 
melancholy task of making ready for war; and the respective 
abilities of divergent political systems to find satisfactory ' 
solutions for this problem are being keenly debated. 

Englishmen are pessimists by prescription. The vic— 
that habits of economic and political freedom preclude States 
with representative institutions from organising their defences 
successfully has won wide currency.  laking for granted that 
dictatorships are by nature more efficient than democracies, 
many gloomy critics subscribe to the opinion expressed by an 
American observer who recently wrote that.''for the 
democracies the ultimate cost of unlimited armament com- 


-— 
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petition may be the loss of their free gconomies and the 
‘undermining of democracy itself." * Much of the resistance 
to the setting up of a Ministry of Supply with compulsory 
powers has been based on considerations of this kind. l 

There, can, of course, be no doubt about the drastic 

consequences of intensive rearmamens upon any society or 

- system of Government. It is evident that ragid rearmament 

. must seriously distort the entire economies of rearming patiofis. 
The State is compelled to establish prior liens upon capital, 

- savings and labour for non-productive purposes. A growing 
share of the national income must be earmarked to provide 
the modus operandi of defence and destruction. Meanwhile 
the people must be prepared to set aside more and more of 
their savings to serve war-like needs. They must also be 
content to consume less and less of commodities not required 
for simple subsistence, while a high proportion of the peace- 
time products still made are sold abroad to pay for vital war 
materials. Finally they must be ready to a man to serve the 
State in any capacity. These are heavy calls upon any 
community; nor can they be lightly organised. 

England has so far escaped these sacrifices in great part. 
Rearmament has not yet been intensively pursued ; and, even 
now, when one-tenth of the nation's resources is standing 
idle in the market place, an appreciable distance along the 
road to rearmament can be travelled without the full burden 
being felt. Yet, even during the interim period when the 
slack of the civil economy is being taken in to satisfy defence 
requirements, the inescapable duty of the State to control 
and supervise the distribution of the country's resources must 
increase considerably ; and, as the pace grows hotter, the. 
Government's responsibilities must be enhanced accordingly. 
The question whether democratic systems are competent to 
organise-this process stands at the centre of political discussion 

It is not the object of this article to answer this question 
outright, or to say whether parliamentary government is 
likely to survive the testing fires intact. Its purpose is rather 
to suggest a number of considerations which scarcely seem ~ 
to justify hasty pessimism about the capacity of free and 
representative institutions to cope with difficult duties of 





_*“ Economic Consequences of Rearmament.” By William T. Stone. Foreign 
Policy Association, Inc. (New York.) 
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reorganisation in the face of danger. We must not forget, 
for instance, that the English democratic system has already 
embarked successfully in the past upon vast programmes of 
social reform and industrial reconstruction; or that English 
parliamentary government, after a slow start in 1914-15, 
succeeded during the.last Great War in organisfng victory 
without surremlering its principles. And we must realise 
that many of the State powers assumed in the dictatorships 
Whose methods are sometimes proclaimed to be in bright 
contrast to our own dilettante ways, so far from being peculiar 
to totalitarian polities, are simply signs of the times, part and 
parcel of a movement towards collective organisation «hich 
has influenced every country in the world.* Sir William 
Harcourt’s dictum that ' We are all socialists now " might 
nowadays be applied -to nations as well as to parties or 
individuals, 


In the first place, then, history, if read aright, is on our 
side. It is admittedly true that the tradition of Prussian 
étatisme, moulded by Frederick the Great and Bismarck, 
which notably paved the way for National Socialist planning, 
has, like the iron frame of the Nazi party itself, no counter- 
part in English history. Nor can it be gainsaid that the 
Communist dictatorship in Soviet Russia, as well as the Fascist 
dictatorship in Italy, has directly undertaken industrial and 
commercial tasks not hitherto attempted by English Parlia- 
ments and civil servants. Twenty-two corporations control, 
discipline and organise the whole of Italy’s economic life 
under State direction, so that (in the words of Mussolini 
himself) key industries have lost de facto the character of private 
undertakings], while in Germany State control of prices, 
production, investment, distribution, trade and the exchanges 
has achieved the same end. Yet, are we to say, because 
Germany and Italy and Japan, and Turkey for that matter, have 





already devised rigidly controlled economies and systems; 

by no means economical in their operation, that therefore we ~ 
have necessarily been left near the post in a race the stakes 
in which are national security? On the contrary, the bare 
record of the last hundred years in England is sufficient to 
dispel the suspicion that parliamentary government is incapable 


* “The Growth of Collective Economy.” By F, E. Lawley, Volume f. P. S. King. 
T Lawley, op. cit. 
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of wide-flung administrative effort, or of directing industry, 
commerce and finance ; and the case against this interpretation 
of our history rests, in fact, upon a contmon error. The 
contrast which is so frequently drawn between the laisser- 
faire practices of parliamentary rule and the central direction 
of affairs in dictatorships—a contrast, fundamental to the 
gloomy argument that democracies cannot now, organise their 
defences and retain their character—is seriously misleading. 
The fallacious view that democratic governments coufd and 
should do no more than hold the ring for the unfettered opera- 
tion of free enterprise and private initiative was an early 
Victorian mirage; and in practice democracy has proved to 
be no less State-minded than dictatorship. e 

The fact is that the so-called age of laisser-faire, when 
Peel, Cobden, Bright and Gladstone,, Manchester business 
men and The Economist newspaper subscribed to the un- 
tempered doctrines of Adam Smith, was little more than the 
briefest of interludes in a process of historical development 
during which, in England as elsewhere, the State has gathered 
strength from the. growth of civilisation and thriven on 
emergency. Free initiative is, indeed, the mainspring of 
economic progress, Yet even the early era of Free Trade, 
a century ago, saw the first factory and school inspectors at 
work, the first official enquiries into the health and living 
conditions of the working people and the radical reorganisation 
of the poor law to secure central control. It saw in effect the 
beginnings of that large-scale governmental interference which, 
once appropriate executive instruments had been devised in 
the form of the Civil Service departments and reconstituted 
local authorities, brought into being the Social Service State 
we know to-day. 

Parliamentary progress and the growth of individual | 
liberty before the law are indispensable parts of the England 
of yesterday, to-day, and to-morrow; but the story of England 
»s been too often told solely in these terms. It is usually 
,ecognised, for instance, that the Tudor monarchs of the 
sixteenth century laid the foundations of the system of govern- 
ment which survives to-day. It is too often forgotten, on 
the other hand, that the pivot of Tudor rule was an administra- 
tive system which, by means of the Privy Council, the Justices 
of the Peace, Special Commissioners and the Courts of Law, 
enabled Henry VIII and Elizabeth, closely in touch with 
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Parliament, to keep watch and ward over the commercial, 
industrial and soĉial changes which were transforming the . 
face of the land.* 

In the third decade of the seventeenth century the 
administrative machine made by the Tudors still enabled 
concern for industrial depression, unemployment, faod shortage, 
sickness and poverty to be translated into direct governmental 
action. T. But the less sage Stuarts lost touch with Parliament 
and btcame bogged in a financial morass; and, when the 
Opposition swept the monarchy away for a time, the in- 
struments of efficjent central government were also discarded. 
When Charles II came back from his travels they were not 
restored with him. For upwards of two hundred years 
parliamentary government in England was unable to pursue 
any pgsitive policy for lack of the necessary executive apparatus. 
Successive extensions of the franchise in the course of the 
nineteenth century, set against the background of a nation 
disorganised by the rapid and uncontrolled growth of towns, 
made efficient administration imperative. In the end civil 
servants in Whitehall, with local government officials up and 
down the country, were brought in to fill the gaps created 
over two hundred years before by the Long Parliament’s 
removal of kingly powers. 

The new bureaucracy of Edwardian England, at the 
bidding of Parliament, was the servant of the newly enfran- 
chised masses who called for State interference to establish 
better working and living conditions, to carry on the work 
already begun by the Factory, Health, Education and Housing 
Acts of Victoria’s reign. And, in our own times, the Civil 
Service has become the statutory guide and friend of industry 
and trade. Government by consent, no less than government 
by diktat, 1s government by intervention. 

Indeed, the scale of State interference in social and 
economic activities in England to-day is startingly wide. Not 
many years ago an observer estimated that some two-thirseggi 
of large-scale organisation in this country was no longer ` 
conducted on the basis of unregulated private profit-making. 
To-day there can be no doubt, as Mr. Boothby argued in the 
House of Commons some months ago, that the *' socialised 


* “The Tudor Despotism.” By C. H. Williams. Methuen. 
f “ Economic History of England." By E. Lipson. Volume III. "Black. 
+ Lawley, op. cit. 
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sector " of the English economy is now so large that capital 
.development and general economic activity are largely de- 
pendent upon the initiative of public authorities, central and 
local. lt is a far cry now to the days when the business of 
government was merely to keep the peace, or even the tume, 
barely a hundred years ago, when the first Acts to limit the 
labour of children, young persons and women in factories and 
mines were passed into law. - Us 

What has happened is this: the community’s intérest has 
been discovered and applied in government. ‘Two hundred 
years ago an English Lord Chief Justice laid, down the principle 
in a famous judgment that business “ affected with a public 
interest " ceased to be “ juris private only," To-day there is 
very little business which is not regarded as “ affected with a 
public interest," and the State has accordingly assumed, powers 
to direct and assist. The State owns printing works, arsenals, 
ordnance factories, naval dockyards and breweries 1n Carlisle 
and Gretna, while at the same time running a postal, telephone, 
telegraph and banking business. In addition the Government 
operates several “ layers ” of services. There are first of all 
the social services, inaugurated in almost every instance by 
private charity and voluntary endeavour, but beyond the 
resources of unofficial bodies as soon as the question came of 
serving the entire people—basic services upon which the 
character of life and livelihood in a modern community depends, 
because very few people could provide these services for 
themselves: public health, public assistance, education and 
slum clearance, 

The second layer is made up by what we might call the 
essential services: water, gas, electricity, transport, posts 
and broadcasting—services which cannot be left to the com- 
petitive operation of the profit motive. English governments 
have less direct control over several of these than many other 
countries’ administrations. Yet, although the principle of 
aries NW. is allowed to prevail wherever possible, 

WE these cases to permit unrestricted com- ` 
Caere, in consequence, operated under 
"malransport is a case in point. 
Tere there are no State railways, 
a. npulsorily amalgamated into 
bings by Act of Parliament, 















596 


. modified without the approval of special tribunals. Road 
transport, too, altllough it remains freer than the railways, 
is subject to strirfgent licensing—the Traffic Commissioners 
and the Ministry of Transport. The whole question of 
transport by road and rail has lately come up for the State to 
decide in a peculiarly pressing form, The London Transport 
Board and the proposed new merger of Imperial and British 
Aiways are important examples of the State's surveillance 
over püblic services. . 

The majority of utility undertakings, too, is in public 
hands, municipal .or statutory, like the Metropolitan Water 
Board. The generation and supply of electrical power is 
subject to the Central Electricity Board, set up over a decade 
ago to build main transmission lines (the Grid) and secure 
the bulk supply of electricity generated by selected efficient 
plants to authorised undertakers, The Central Electricity 
Board is Government controlled. The British Broadcasting 
Corpotation, on the other hand, which has an absolute monopoly 
of wireless and television programmes in this country, has 
independent trustees and governors and operates under Royal 
Charter; although the fact that the Postmaster-General has 
to license these activities means that this Minister answers 
to Parliament for the broad outlines of B.B.C, policy. The 
` Post Office is the Government's own undertaking. 

Essential industries, trades upon which the life, livelihood 
and security of the people rest, constitute the third layer of 
State services, operated by various methods of “ remote” 
control. Farming, for instance, has almost always been a 
Government pensionary, because of the vital importance of 
food in time of war or in the absence of foodstuffs from abroad. 
To-day an array of marketing schemes, quotas, guaranteed 
prices and import restrictions show that the arms of the State 
are more sheltering than ever. New industries like beet 
sugar production and civil aviation, again, gre assisted by 
direct financial aid from the Government” mien 
in time of need is subsidised, while ove 
and aided by trade facilities ande 
outstanding among the State's gf - 
salvaging and reconstruction of 
and difficulty. A series of 4 
aimed to reorganise the coal 
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has this year become vested in the State. [he spinning section 

* of the cotton industry has been supported by legislation, while 
the all-important iron and steel industry, protected by tariffs, 
advises and is advised by the Import Duties Advisory Com- 
mittee, In the Special Areas, where the decline of the staple 
export industries has created pools of abnormal unemployment, 
the State has undertaken special duties: to -attract new 
occupations by financial bribes, loans, remissions of rent* and 
taxes and Government-assisted trading estates. Round the 
whole of industry and agriculture there 1s now a ring fence 
of tariffs, duties and import restrictions, the State's economic 
armaments; and the State has the right, not always exercised, 
to insist upon supervision and indirect contfol in return. 

Thus the State, though parliamentary, is almost ubiquitous. 
Even in the holy of holies of Liberal England—the.City of 
London which resisted the kings of the past—the. Government 
is supreme nowadays. Treasury guidance is mostly implicit 
and agreed, but it rules the roost. The Treasury and the 
Bank of England work hand in hand. The Exchange Equalisa- 
tion Fund dominates the foreign exchange market. The 
Foreign Investment (Advisory) Committee supervises all long- 
term foreign lending, and “ perpetuates rather than checks ” 
Government control. The instruments of State control of 
finance have been elaborated by a characteristic blend of suasion 
and voluntary co-operation. 

Not that all these services and functions are performed 
with full efficiency. The method of assisting and supervising 
industry to the best public advantage has still to be devised. 
The principle that protection and aid should be accompanied 
by the bringing of industry to the highest possible pitch of 
efficiency has been laid down, but it has by no means been 
applied effectively all round. There has been a tendency 
to stabilise vested interests, with a monopoly or semi-monopoly, 
without firmly securing the interests of consumers and the 
community in return; and State aid to civil aviation, milk and 
many farm products, the motor industry, beet sugar and iron 
and steel has been open to much criticism. Certain types 
of public corporation such as the British Broadcasting Corpora- 
tion and the Central Electricity Board have been conspicuously 
successful, but forms of. public organisation suitable for other 
purposes have not yet been devised. And the highly skilled 
and conscientious civil servant, upon whom in a Parliamentary 
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régime so much depends, though more receptive than the 
servant of autocraty, is not always open to new ideas or. 
ready to try new ways of doing things. i 
Broadly then, the characteristic English attempt to institute 
State supervision and control without abandoning the healthy 
stimuli of private enterprise, competition and private risk- 
bearing has creqted a State very different from the laisser-faire 
fiction which is so often contrasted disadvantageously with the 
centrolitd economies of other countries, The whole process 
of legislation and administration is built up, in the first place, 
by the freely elected representatives of the people and exposed 
to the constant fire of unfettered criticism of all and sundry. 
On the whole, thesblend of party politics and extensive State 
interference works satisfactorily; given leadership, on the 
one hand, and intelligent adaptation of personnel and methods 
on tbe other, Parliament and the Civil Service together can 
perform whatever task the people may require. The Govern- 
ment, with the assistance of local authorities, directs and pays 
for the people’s health, housing, education and public assistance. 
It maintains and develops highways; it directs and super- 
vises public services. It intervenes to assist and reconstruct 
industry and agriculture. It has assumed a responsibility 
for foreign trade. There is no reason why this colossal 
experience of direct and indirect rule over social and economic 
affairs should not be applied successfully to rearmament. 
Indeed, in the last war, when much of this experience 
(partly the result of war-time organisation) had not been 
gained, the English system of government was remarkably 
successful ultimately in organising the nation’s resources for 
hostilities. At the outset “ the idea that industry would have 
to be deliberately organised for war production encountered 
subconscious resistance in a government committed to the 
doctrine of free trade and individualism,"* just as the same 
idea does to-day. But by 1917 the railways, shipping, coal, 
iron and steel and most engineering trades were controlled ; 
prices and profits were regulated; and staple commodities 
and essential services were managed by the Government. The 
distribution of foodstuffs was controlled and rationed; and 
cultivation was directed in the public interest. And, as 
Professor Seton Watson pointed out in a recent widely- 


i „$“ Experiments in State Control at the War Office and Ministry of Foo.” By E. M. 
H. Lloyd. 
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read book,* one outstanding lesson of the war was that the 
‘democratic systems stood the strain much better than the 
autocracies, ° ) 

It is true that the world has marched a very long way 
since 1918. England itself has learned an entire new technique 
of State action, while all over the world, not only in the 
dictatorships, the countries which were compglled to organise 
themselves in war-time have devised new governmental deies 
and responsibilities in peace.t In the Baltic countries, in 
Central Europe and parts of South America land has been 
redistributed. Agriculture has been reorganised by the State 
in cestain British Dominions and the United States of America. 
State initiative, ownership and control irt water power and 
electricity have made great strides in Norway, Sweden, Finland, 
Switzerland, New Zealand, Australia and the United States. 
The United States, home of individualism, has been stung by 
depression and the dissipation of untold riches into a great 
campaign of governmental control from Washington, control 
over industry, agriculture, investment, currency, banking and 
trade. The New Deal will not fully succeed now, but it will 
leave an indelible mark. Central banking, in close step with 
governments, has made great strides. Public ownership and 
control of essential services have been increased everywhere. 
Protection and aids to industry and trade have been 
multiplied. Social services have sprung up on all sides. 
Everywhere in the last twenty years the State has been the 
chief actor in events, and its róle is now enhanced daily by 
the needs of defence. The trend has not always been desirable ; 
far from it. The channels of world trade have been choked 
by interferences. The movement of people and capital, as 
well as of goods, has been blocked. But if the nations have 
called the tune of government somewhat selfishly, the States 
have played all the parts. And now the new order is well 
appropriate to the dismal business of making ready for what 
may befall, 

So we come back to where we began. In all countries 
the powers of government have grown greatly; and England 
has not been backward. Of artisans, money, machines and 
materials, England has sufficient to outmatch any possible 
rival in the race for armed security; and sufficient experience 


* * . 
* “ Britain and the Dictators.” By R. W. Seton Watson. Cambridge University Press. 
T Lawley, op. cit. 
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of organisation in the war and post-war periods to make use 
of these resources to the best advantage. England's parlia- 
mentary system is 4 credit not a debit: it is possible for far 
more of the necessary organisation to be done voluntarily 
and by agreement than in almost any other country; and a 
stream of criticism from the Opposition and the Press is a 
salutary incentive, It is not the parliamentary system, as such, 
whieh has failed to rearm fully so far. 

Thé irreducible needs of a community making ready for 
war are three : ‘the fighting services, including now the growing 
Home Defence arm, must be manned, fed, clothed and 
equipped with arms; the civilian population must be provided 
with the normal necessities of life; and, at the same time, 
exports must be maintained at as high a level as possible to 
provide the means to purchase essential imports of food and 
material, Tq satisfy these needs in their due order and 
magnitude involves the application of a programme of 
priorities, more or less completely as the pace of preparation 
grows, to employment, industry, production and consumption, 
transport, trade, investment and finance. It requires the 
approach of the business man and industrialist, as well as the 
administrator, and skilled direction of all the problems of 
pricing, costing, contracting and distribution. It demands 
elasticity and an open mind. This can only be done by large- 
scale and forehanded organisation, by State supervision and 
control, by methods like those of the Ministries of Munitions, 
Food and Shipping in the last war. 

Much can be done by voluntary co-operation, for few 
would question the readiness of all classes in our democracy 
to play their part, though even this needs special organisation 
to be effective. Nevertheless, at some point compulsion in every 
department may be inevitable, as in actual war. And there is 
always considerable consolation in the fact that only in a 
democracy can compulsion be tolerable. In fine, Parliaments 
can still have a pull over New Model governments, given 
resolute leaders with a policy and a stout heart. 


DONALD TYERMAN. 
November 30th, 1938. 
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P 
The Anglo-American Trade Agreement - 


By Norman Crump 


E signature of the Anglo-American Trade Agreement 
has come at a time when the world is obsessed with 
political doubts and fears, and so it has hardly received 

the notice that it merits, Yet it constitutes a landmark in 
current economic history, and its benefits to international trade 
will persist long after the doubts of recent weeks have been 
forgotten. In the commercial sphere it involves a mutual 
reduction of customs duties or undertakings not to make 
increases over a range of commodities running into many 
millions of pounds. These, however, are only the direct fruits 
of the Agreement. In a less tangible but, in some ways, 
more valuable sense, it marks a great act of co-operation 
between two kindred nations imbued with the same spirit 
of freedom and with a realisation of the fact that the alleviation 
of the world’s economic ills helps towards the cure of its 
political and social ills. 


From 1918 onwards to 1933 the general policy of the 
United States lay in the direction of successive tariff increases. 
In 1932 Great Britain abandoned her traditional policy of 
Free Trade and introduced her general tariff. This was 
followed in the same year by the Ottawa Agreements between 
Great Britain and the Dominions. These embodied the 
principle of mutual preferences; and the importance of this 
lies in the fact that a preference can only be granted if a duty 
at least equal to the amount of the preference is first imposed 
upon goods coming from elsewhere. Thus certain of the 
reductions in the British tariff, contained in the Anglo-American 
Trade Agreement, involve modifications of the Ottawa 
Agreemenfs, and so the Dominions automatically became 
interested in the Anglo-American negotiations. 
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The next landqnark was President Rooseveit’s advent to 
power in 1933. Both the new President and his Secretary: 
of State, Mr. Cordéll Hull, were determined to try and bring 
about a revival of international trade through the lowering 
of tariffs and the removal of other barriers, The method 
adopted was that of commercial treaties negotiated bilaterally 
with other countries, but extended in their scope by the 
application of the most-favoured-nation clause. In June, 1934, 
an Act°was passed giving the President power to revise the 
American tariff, under certain prescribed conditions, and to 
establish the basic.lines of commercial policy to be pursued 
by the United States. A full description of this new policy 
was given in an article in Lrovps Bank MontTHLy REVIEW, 
October, 1935. It is perhaps now permissible to reveal that 
the author, Mr. Leo Pasvolsky, is a friend of Mr. Cordeli Hull, 
- and that the, object of the article was to make known to both 
the United Kingdom and Europe the broad policies and 
objectives of the new American Administration in the field 
of international trade. Meanwhile the British Government 
had not been idle, for the Ottawa Agreements were followed 
up with new Agreements with certain other countries, 
including the Scandinavian Powers, Argentina and Germany. 


There was, however, one serious obstacle—namely, that 
of currency instability. A wide fluctuation in exchange can 
either make a tariff prohibitive or nullify it altogether, and 
so long as these fluctuations were liable to occur there was 
no firm or lasting basis for negotiation. Thus the next landmark 
was the Tripartite Monetary Agreement of September, 1936, 
which established a rough measure of monetary equilibrium. 
We ourselves said at the time “. . . . if exchanges are 
brought into equilibrium with costs and prices, it will be 
far easier for Governments to agree to the lowering of 
tariffs . . . .’* Looking backwards, it cannot be a 
coincidence that the specific idea of an Anglo-American 
Trade Agreement was first mooted in Washington towards 
the end of 1936—that is, only a few weeks after the Tripartite 
Monetary Agreement. 


In principle, the British Government was quick to respond, 
for Mr. (now Lord) Runciman paid a visit to Washington 
early in 1937. Still an Agreement, to be worth anything at all, 


* LLOYDS BANK MONTHLY REVIEW, October, 1956, p. 489. 
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had to involve certain modifications of the @ttawa Agreements, 
Canada already had her own Commercial Treaty with the 
United States, which was due to expire at the end of 1938. 
Quite apart from any Anglo-American negotiations, Canada 
was committed to new discussions with Washington on her 
own behalf, and it was obviously desirable that the two sets 
of negotiations should be co-ordinated? Thus the next move 
had to be made within the Empire, and so,^at the Impesial 
Conference held at the time of the Coronation in tHe early 
summer of 1937, it was agreed that a Commercial Treaty 
between England and the United States was essential to the 
revival of international trade. 


The ground was now clear for a defirtite move forward. 
In November, 1937, it was announced; in accordance with 
the procedure laid down by the American Act of 1934, that 
formal negotiations were about to begin. This implied 
a general acceptance of the principle, and an opening of the 
detail work, affecting all the interests of particular trades, 
industries and even countries. This naturally was a time of 
hard and protracted bargaining, but it was friendly bargaining 
during which the ultimate objective was steadfastly kept in 
view. The result is before us to-day. 


The new Treaty has a much wider scope than many 
people had anticipated. It represents a real attempt to lower 
the tariff barriers between the world’s two leading commercial 
nations, and it extends to Newfoundland and the Crown 
Colonies. Also the new Canadian-American Treaty was 
signed the same day. The general scope of the Anglo-American 

reaty is shown briefly in the following tables :— 


(1) British Exports TO THE UNITED STATES IN 1936 


£ millions £ millions 
(a) Duty free...  .. 


i ix ite € aie 17:0 
Of which free entry to be maintained "€ 9:5 
(b) Dutiable e.. TP TS TTC eon eae 235-0 
Of which duties to be reduced— 
By 40 per cent. or more ... £3: 4 millions 
s 90 to 40 per cent. A £36 ,, 110 
, 20 to 30 per cent. avs £2:90 ,, 
, under 20 percent. ... £l4 ,, 
Of which duties not to be increased ... iss 6-0 
Total exports to United States 2 pii T 40-0 


Of which affected by Agreement TT T 26:5 — 
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(2) AMERICAN gEXPoRTS TO THE UNITED KINGDOM IN 1936 
£ millions £ millions « 


Exports affected by the Agreement ... is ue 60-8 
Of which duties to be reduced on. ... idi 10:3 
Duties not to be increased ... ye 14:1 
Free entry to be maintained... Sus 20-6 
Other concessions to be granted ... 15:8» 
Total exports to United Kingdom ...  ...  .. 93.2 
* 


The tables show that the concessions on both sides 
cover a large proportioh of the direct trade between the two 
countries. Nor is this the end of the story. The following 
table shows the value of trade flowing in 1936 between the 
United Kingdom, the United States, Canada and Newfound- 
land, the remaining Dominions and the Crown Colonies.* 
The totals are given in round figures, representing millions of 
pounds? sterling : — ° 


United Kingdom United States 
Imports Exports Imports Exports 


from to from to 

£ millions 
United Kingdom  ... is — — 37 93 
United States - 93 37 — -— 
Canada and Newfoundland .. 77 25 77 79 
Remaining Dominions ida 195 159 20 33 
Crown Colonies ae 25s 60 53 45 10 


In 1936 the United Kingdom imported £93 millions 
of American goods, and exported £37 millions of British goods 
to United States. Imports from the Empire were in every 
case greater than the exports. The United States had an 
approximate balance in her trade with Canada and New- 
foundland, an export surplus vis-à-vis the remaining Dominions, 
but a big surplus of imports from the British Crown Colonies. 

This table shows that the problems to be solved by the 
Agreements were triangular or even multiangular. The 
British Government could not simply make concessions at 
the expense of the Empire producer and let the matter rest 
there. Otherwise it would have robbed Peter to pay Paul. 
As a matter of equity, and apart from any obligations under 
the Ottawa Agreements, all the members of the Empire had 
to receive as well as make concessions. And these concessions 
to the Empire had to come from Great Britain as well as from 
the United States. 


a 


* I am indebted to the Economist for these statistics. 
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All this appears from the actual schedules giving the details 
»of the various concessions. First, Great Britain as an exporter 
of manufactured goods naturally receives*a large number of 
concessions over a wide range of specialised products. 
Outstanding are the reductions in the American duties on 
British textiles and the stabilisation of the duty on whisky. 
Next Great Britain, as an importer? of American primary 
9 - 
products as well as manufactured goods, “gives a smaller 
number of concessions, but each one, individually is df great 
importance. Thus American wheat is to be admitted duty free, 
and there are substantial concessions in respect of American 
timber. Now these concessions affect the Dominion rather 
than the home producer, for the British farmer will continue 
to be protected by the Wheat Act. Therefore the next set of 
concessions bring Canada into the picture. In particular, 
the British Government consent to the modification of certain 
preferences granted by Canada to British goods. This enables 
Canada to drive a better bargain in her own simultaneous 
negotiations with the United States. Finally, there is the 
part played by the Crown Colonies, particularly by the West 
Indies, which are especially affected by their proximity to 
the United States. l 
Here the main contribution of the United States is a 
undertaking to continue the existing treatment of imports from 
the Crown Colonies, most of which are now admitted duty free, 
This covers £35:0 millions of the Colonial exports to the 
United States, leaving only a residue of some f£ 1,000,000 or 
£2,000,000 a year unaffected by the Agreement. In return, 
the Colonies have agreed that the margins of preference 
(i.e., the difference between the general rate and the preferential 
rate of duty) shall either be reduced or not increased 1n future, 
or in a few cases abolished. For the West Indies alone these 
concessions embrace £4,468,000 out of their total imports of 
£11,120,000 from the United States. 
These ate a few of the broad details of the solution of 
a very complex problem. This, however, is not the end of 
the story. Under the most-favoured-nation clause many other 
nations will share 1n both the British and American concessions, 
for both countries already embody this clause in their 
Commercial Treaties with many other countries. There are, 
however, qne or two reservations. First, the schedules have 
been drawn up in such a way as to relate to commodities 
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for which each sigdatory finds in the other the chief source 
of supply. Thus, in practice, the benefits of the Agreement ° 
will inure in the main to the signatories rather than to other 
nations. Next, the Agreement contains a clause providing 
that if experience shows that the major benefit of any concession 
accrues to another foreign country to the detriment of domestic 
producers in either signatory country, that concession may 
be «modified or withdrawn. Germany is already excluded 
from benefiting under.the American concessions, for the 
United States*has withdrawn most-favoured-nation treatment 
on the ground that Germany practises discrimination. Finally, 
and more generally, it is provided that if a wide variation 
should occur in the sterling-dollar exchange rate, the two 
parties may confer on modifications of the Agreement, and 
that if the parties cannot agree the whole Agreement may be 
terminated on thirty days’ notice. This is conclusive proof 
that currency stability lies at the foundation of the Agreement. 

Even these necessary reservations do not rob the new 
Agreement of its real strength or significance. In a world 
of doubt, fear and suspicion a great Nation and a great Empire 
have shown that they can meet together in discussion of 
a formidable and complex economic problem and arrive at 
a real, practicable and fruitful result. Both in its direct 
reaction and in its example it will be of inestimable benefit 
to world trade, and even those who fear that their interests 
have been sacrificed stand to gain far more than they lose. 
From a wider viewpoint it means the co-ordination of trade 
over the whole area comprised by the British Empire and the 
United States, with the mutual recognition that trade must be 
complementary rather than competitive. Can that idea spread 
until, in spite of the diversity of economic methods and 
concepts, it gains acceptance all over the world? The mere 
propounding of this question may seem to hold up before 
the world an unattainable or even Utopian ideal, but the 
Anglo-American Trade Agreement is at least a definite move 
in that direction. 


NORMAN Crump. 
November 23rd, 1938. 
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Notes of the Month Í 


The Money Market.—Discount rates stiffened appreciably 
during the latter half of November, the average Treasury Bull 
tender rate rising from about 1$ per cent. to practically 
$ per cent., and the market rate for three months’ bank bills 
from #-% per cent. to a full $ per-cent. They became a 
little easier at the end of the month, but this was mainly due to 
technical reasons. There were various causes of this firmer 
tendency. First it was in any case due*to develop in December, 
for there is a general reluctance to take up bills immediately 
before the end of the year. In one sense, afl that has happened 
is at! anticipation, by a fortnight or three weeks, of the normal 
seasonal movement. Partly this may have been because the 
money market was looking ahead. At the end of most years, 
bill brokers can arrange their Treasury bill payménts and 
maturities so that they have funds available on December 31st 
out of which to meet the banks’ calls. The result is that the 
money called by the banks is provided by Ways and Means 
borrowing by the Treasury from the Bank of England. This 
year, however, December 31st falls on a Saturday, and so the 
market will be unable to make its usual arrangements. Instead 
it will, in all probability, have to borrow from the Bank, as was 
the invariable practice up to a few years ago. For this reason 
bill brokers may already have been anxious, both to reduce 
their commitments and also to take up bills at rates which 
will help to compensate for the cost of these borrowings 
at the end of the year. 

Money also became less plentiful during November. This 
again was partly a normal change. The 34 per cent. War Loan 
dividend fell due on December rst, and the November Bank 
returns suggested that the Treasury was pursuing its usual 
practice of accumulating cash in public deposits at the Bank. 
Then, as the downward trend of sterling showed, there was 
a fresh outflow of funds from London, combined with further 
gold sales by the Exchange Equalisation Account. The cash 
received by the Exchange Account for the gold could not be 
re-invested immediately, and it too accumulated temporarily 
in public deposits. There was occasional special buying of 
bills during November, while the usual seasonal expansion in 
the tender issues of -Treasury bills was also absent. This gave 
evidence that the ExchangeAccount’s cash was being re-invested, 
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but the fact that phiblic deposits stood at over £30 millions 
in the Bank returns of November 16th and 23rd showed that : 
for the reasons already described, money was being taken off 
the market. At the moment of going to press it was doubtful 
how much of this money had returned to the market through 
the payment of the War Loan dividend, but money was also 
disappearing through the repatriation of funds to France, 
Thys the firmer tendency of bill rates is easily explained. 
Ihe Foreign Exchgnges.— The main change during 
November was the renewed weakness of sterling, followed 
by a recovery. From $4.76 at the end of October the New York 
rate dropped to $4.63? on the morning of November 28th. 
It then rallied sharply to $4.69, partly because of French 
repatriation of funds from New York inspired by M. Daladier's 
success, and also because the market had bought dollars ahead of 
its needs. During the decline in the rate the British Control 
intervened on many occasions, but on one or two days it 
kept out of the market, and on each such day tbe rate fell 
by several cents. As has often been stated, it is not the 
function of the Control to resist a major movement in the 
Exchanges, whether that movement is due to trade inequalities 
or a large-scale shifting of capital into or out of London. 
Its intervention is more directed towards smoothing out 
fluctuations in supply and demand as well as 1n the exchange 
rate itself, and a rearguard action of this kind necessarily 
calls for frequent changes 1n tactics. Equally during the rally 
at the end of the month, the Control intervened at times and 
bought dollars. In the middle of INovember there was a rumour 
that thé Anglo-American Trade Agreement was based upon 
the assumption that $4.60 was an appropriate level for the 
New York exchange rate, and that the rate was being allowed 
to recede to that level. This rumour is entirely without founda- 
tion, and indeed no one can say what the “ appropriate ”’ rate is. 
Equally lacking in substance was the rumour which accompanied 
the pound’s rally on November 28th, this being but a repetition 
of the old report that Washington was contemplating a fresh 
devaluation of the dollar. The only thing which these rumours 
show is that the foreign exchange market is in a nervous 
condition. For the real explanation of the pressure upon sterling 
it is not necessary to look beyond the political malaise in Europe 
and possibly the fact that 1938 will close with an adverse 
balance of payments of the same order of magnitude as that 
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experienced by us last year. On the ad hand, the autumn 
commercial demand for sterling is now practically at its end. 

French francs have been firm against sterling. M. Daladier’s 
success at the end of November brought three months' francs 
down a very natrow discount and stimulated a movement of 
funds frons London to Paris. The revaluation of the Bank of 
France's gold was entirely independent*of the foreign exchange 
market. It was, in fact, the recognition of last May’s fixation 
of the Paris exchange at Frs.179 to the pound. Actually the 
basis of the gold revaluation is roughly Frs.r70 to the pound, 
and it was explained that a slight margin had been deliberately 
left for a possible appreciation of the franc. Most Continental 
currencies, such as the belga, the guilder and the Swiss franc, 
have been strong against sterling, having moved in sympathy 
with the dollar. The Amsterdam rate appreciated during the 
month from Fl1.8:75 to F1.8:51 on November 26th, but then 
eased to F1.8-61. Its appreciation was partly due to purchases 
of guilders in connection with the maturity of French railway 
bills issued in Amsterdam. 

On November 8th the official import rate for Argentine 
pesos was raised from 16 to 17 pesos to the pound, This 
depreciation is the inevitable consequence of the deterioration 
in Argentina’s trade balance, due to the falling off in her 
export trade and also to the decline since last year in the 
average price of her exports. At the end of November the 
“ free " rate stood at 20°60 pesos to the pound. 

The decline in sterling against the dollar caused a further 
rise in the London price of gold. On November 26th it 
touched 150s. per fine ounce. This is the highest price on 
record. The explanation is that sterling was on that day at 
its lowest rate in New York since the devaluation of the dollar 
in terms of gold at the beginning of 1934. There has not been 
an excessive demand for gold, partly because the wide fluctua- 
tions in the New York exchange rate made conditions a little 
uncertain for arbitrageurs. 


The Stock Exchange.—Mlarkets have been dull and hesitant. 
The fresh measures of the German Government against the 
Jews and their effect upon British and American opinion 
caused a less favourable view to be taken of the political 
outlook, and this has been the chief influence upon security 
prices. Also business in England is only improving slowly, 
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while there have be$n signs of hesitation in Wall Street. The 
growing cost of rearmament and next year’s budget prospects. 
are also being kept in mind. 

The gilt-edged market kept very steady during the month, 
a slight improvement in early November being counter- 
balanced by an equally slight reaction three weeks later. There 
was little definite trend in the foreign bond market. Home 
railway stocks fall to levels even lower than those recorded 
during «he September crisis. The adverse trend of traffics, 
and anxiety over the current year's earnings and dividends, 
were the causes of this decline, and the new campaign initiated 
by the railway companies did little more than arrest the down- 
ward movement. .Industrials strengthened a little early in 
the month, but a subsequent set-back has neutralised the whole 
of this small improvement. Prices are still well above their. 
crisis level of last September, but there has been little net 
change either way since mid-October. Oil shares have moved 
irregularly. Rubber shares have been dull, and prices have 
moved consistently downwards. The increase in the export 
- quota had little effect either way on the share market. Gold- 
mining shares were firm until the end of November, in sympathy 
with the rise in the price of gold, but have since reacted. Base 
metal mining shares were weak and irregular. 

Overseas Trade.—lhe October trade returns record the 
normal seasonal expansion, and there is little sign that the 
flow of trade was affected by the September crisis. Compared 
with last year imports for October were £17:2 millions lower, 
with noticeable shrinkages in the value of imports of grain 
and flour, timber, raw cotton and iron and steel manufacturers. 
Some of these changes were due to the year's fall in prices. 
Exports of British goods were only £4:6 millions lower than in 
October, 1937, the decline being chiefly in exports of iron and 
steel and textiles. The adverse trade balance for last October 
was £12:3 millions less than in the previous year. | 

Sept, 1937 Oct, 1937 Sept, 1958 Oct., 1958 


£ millions 
Imports ... es 87.8 96-2 75-0 79-0 
British Exports ... 44.3 41:2 39.8 42-6 
Re-exports ie 5-2 5-7 4.0 5-4 
Total Exports ... 49:5 52- 63-8 48-0 


ame sR G 


Import Surplus ... 38.3 43: 31.2 *31-0 


Leones d im Loss ced Lo 
- 
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The returns for the first ten months of the past two years 
* are summarised below. 








Increase (-t-) 
Description Jan.-Oct., Jan.-Oct., Or 
1937 1938 Decrease ( —) 
£mn e £ mn. f£ mn. 
Total Imports ne we uu 838-3 769; 6 — 68-7 
Retained Imports... EN xv 773-3 717 -9 -~ 55m. 
Raw Material Imports s ‘als 259-9 209-2 2.507 ; 
Manufactured Goods Imports... 226-7 ° 196.7. — 30-0 
Total Exports, British Good PA 432-9 389-2 — 43-7 
Coal Exports T A" - 31-2 * e dle] — 0-1 
Iron and Steel Exports... ids 40-0 34.6 — 54, 
Cotton Exports NS T s 58:1 41-8 — 16:3 
British Manufactured Goods Exports 337-1 $03 8 — 84-8 
Re-exports ... xus ke T 65-0 51.7 — 13:3 
Total Exports is EN ids 497-9 440-9 — 57-0 


Visible Trade Balance vis e| -—9040:4 — 328-7 *i- 11:7 


Imports for the first ten months of 1938 were £68-7 
millions less than in 1937, while total exports have only fallen 
by £57:0 millions. The adverse trade balance is thus £11°7 
millions less than it was for the first ten months of 1937. Having 
regard to the returns for October alone, which may provide 
some guide to the results for the last two months of the year, 
it looks as if 1938 will close with an adverse visible trade 
balance considerably less than that of r937. On the other 
hand, there is likely to be a shrinkage in invisible exports. 
Shipping earnings must have been affected by this year's fall 
in freights, while the income from overseas investments will 
probably be lower. For these reasons it seems unlikely that 
there will be any improvement this year 1n our annual balance 
of payments, which last year showed a deficit of £52 millions. 


Commodity Prices,—Early last September British wholesale 
prices were at their lowest point for the year, the index figure 
then being 118-8 (September, ro31— 100). During and after 
the crisis there was a slight recovery to 120-0, but there has 
since been a new reaction, which has brought the index number 
back to a new low point of 118-6 for the last week of November. 
These recent movements have been very small, but they 
show that as yet there is no sign of any recovery in the average 
level of wholesale prices. The November reaction was mainly 
in wholesale food prices, which is contrary to the normal 
seasonal trend. Grain prices in particular are still falling. 
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There was little change in raw material prices, but if anything 
their November trend was downwards. American wholesale 
prices remained steady during November, the net increase in 
the index number being only from 116:6 to 116:7 (September, 
1931-100). There has also been a remarkable steadiness in 
French wholesale prices. The general impression left by 
recent international price movements is one of stability, but 
these is no sign of a return in either England or the United 
States “towards the higher levels of last year. Comparing 
November, 1937 and 1938, the decline in England is 8 per cent., 
and in the United. States 7 per cent. For primary products 
alone the British decline is 10:5 per cent. and the American 
decline rr per cent. 

The official cost-of-living index number for November rst 
was 156 (July, 1914-s100). This represents an increase of 
only one pojnt since October 1st, which is less than the usual 
seasonal increase. Normally the index is at its lowest point 
for the year in June and at its highest point on December rst, 
the intervening seasonal rise being about seven points. This 
year the index was 156 on both May ist and November rst, 
so that the seasonal rise has so far been entirely off-set by a 
long-term downward movement. Further proof of the 
existence of this long-term decline is found in the fact that 
the latest index is four points lower than it was on November rst, 
1937. he same tendency is apparent in the retail food price 
index, which was 140 (July, 1914-100) on November rst, 
compared with 139 on October ist, 140 on May rst, and 146 
on November rst, 1937. The seasonal rise between June 
and December is usually about nine points, but this year it 
has been entirely neutralised by the long-term fall in retail 
food prices. This reflects the downward course of wholesale 
food prices, particularly wheat, which has been apparent 
during the past year. 
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Home Reports 
The Industrial Situation 


The recovery immediately after the crisis is confirmed by 
most of ‘the statistics which became available during recent 
weeks, but further evidence indicates that a fresh hesitancy 
developed in November. Too much stress should not be laid 
upon this apparent trend, for reports from many leading 
industries remain moderately hopeful. On the other hand, 
the new change in the political atmosphere, due to recent 
events in Germany, is reflected in the November weakness-of 
sterling, the lack of progress on the Stock Exchange and the 
slight November fall in wholesale prices. More hopeful 
developments are the continuance of the American recovery 
and the signature of the Anglo-American Trade Agreement. 
The latter, however, looks to the future more than to the 
immediate present. For the moment all that can be said 
is that the recovery in business which followed the crisis did 
not make further progress during November. There was no 
fresh recession, but equally there was no fresh improvement. 
The position, therefore, is much the same as a month ago. 
To judge from the Chancellor of the Exchequer’s recent 
statement, it looks as if current prospects indicate a slow and 
rather one-sided recovery, with the emphasis on the rearma- 
ment industries. 

The October statistics show that immediately after the 
crisis there was a very slight improvement in employment, 
but the November returns reveal a slight set-back. The 
map on the following page, published by the courtesy of 
the Manchester Guardian, illustrates how unemployment is 
distributed. It shows that unemployment is worse than the 
average both in the special areas and also in certain remote 
and sparsely populated agricultural areas. There was a 
considerable increase in iron and steel production. It is now 
clear that consumers’ stocks of iron and steel have been largely 
-absorbed. Engineering has remained active, and reports 
from the coal trade, though variable, on the whole point to 
more business. Building plans passed in October were only 
3°8 per cent. below last year. This shows that last September’s 
big drop was entirely due to the crisis. The better tone 
in the heavy industries continued during November, but 
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latest reports show that the October improvement in the cotton 

. trade was only temporary. The wool textile industry continues 
to make slow but steady progress, and November witnessed 
an improvement in hosiery. There was a fair demand for 
industrial chemicals, but consumers were buying chiefly with 
a view to immediate requirements. 

Among more general indications railway goods traffic 
receipts were lower in November than ig October, while 
coal traffic receipts wére probably affected by the warm, wéather 
and the consequent diminution in the demand for house coal. 
Shipping freights again weakened in November, and October 
entries and clearances were less in volume than in September. 
Thé October trade returns gave evidence of the normal autunin 
increase in raw material imports and of a slight expansion in 
exports of manufactured goods. Electric power consumption 
continues to grow. The retail trade-returns for the end of 
October were 2:0 per cent. higher than those of the previous 
year, which shows that consumption is well maintained. A 
favourable factor in this direction is the absence this year of 
the usual autumn increase in the cost of living. This fore- 
shadows a decline next spring of more than the usual seasonal 
dimensions. 

News from overseas is variable. The American recovery 
has to some extent spread to Canada, while South Africa also 
reports an improvement since the crisis. In Australia the 
fall in export prices since a year ago has affected the trade 
balance, and has also, in conjunction with the drought, created 
a fresh demand for bank credit. According to some authorities 
this may create stringency next year. On the Continent the 
French textile trades continue to benefit from the present 
value of the franc, but more generally M, Reynaud’s economic 
programme and the reactions to it of French labour give 
fresh ground for uncertainty. There is little change in 
Belgium, but a rather better feeling in Holland, Germany is 
working to capacity, and her main problem is to increase 
production still further without losing efficiency and raising 
costs. Reports from Scandinavia are in a few respects hopeful, 
but there is little definite new trend. In South America 
Argentina has had to depreciate the peso as the result of this 
year’s falling off in the volume and value of her exports, but 
the coming year’s crop outlook is promising, and this may 
relieve th& present pressure. 


616 


A general view reveals the existence of several hopeful 
factors. The real need of the world to-day is confidence, 
and this can only «come through an improvement in the 
international political situation. 


Agriculture ; 


England and Wales.—According to an official report the 
lifting of the potato crop was nearly finished by the end of 
October, and yields were generally high. The recent spell 
of warm weather has affected demand. Good progress was 
made with autumn eultivations, and the absence of any hard 
frdst prolonged the autumn grazing, with a considerable 
saving in the cost of feed. 


Scotland.—Owing to the wet weather tillage generally is 
considerably behind a rformal year. The sugar beet crop has 
now been hatvested, but owing to lack of summer sunshine 
results are barely up to average. Excellent crops of turnips 
and swedes are reported from Moray and Banff, but elsewhere 
they are below average. The grain trade has been easier on the 
whole and potatoes are still in slow demand. The live stock 
markets have been steady generally, with black-faced lambs firm, 


Coal 


Hull.—Quiet conditions continue for prompt shipment, 
but there is a little more activity for forward. Owing to the 
weak demand from abroad, largely due to hesitancy on the 
part of buyers to pay the prices officially maintained in this 
district, large sorts have become more plentiful, whilst nuts 
and smalls are accumulating. Inland industrial consumption 
is without improvement and the house coal demand is retarded 
by unseasonable weather conditions. 


Newcastle-upon-Tyne.—AÀ reasonably strong position is 
evident both in Northumberland and Durham, which appears 
likely to continue until next spring. Any extra demand 
occasioned by bad weather might conceivably cause prices to 
advance. Gas coke and patent coke are still good markets, 
and any release of quota which the {Coke Cartel may make 
will be readily absorbed. 


Sheffield.—Detmand for industrial fuels has improved, 
due to the expansion in steel production. Public utility 
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ting increased deliveries of smalls. The 
shows a slight improvement, particularly in 
miousehold fuels are moving.rather more freely, 
emand is below normal for the time of the year. 


Newport.—Foreign clearances for October were 197,200 
tons, 6,000 tons more than in September, and 6,000 tons less 
than a year ago. It is proving very difficult to keep collieries 
going with any regularity in view of the falling off in Dome 
consumption and the depressed state of the export trade. 
There were no shipments to Italy. — ' , 


Swansea.— ihe anthracite market has failed to show the 
usual seasonal expansion in enquiry. Shipments to Canada 
have practically ceased, releasing large quantities of the cheaper 
qualities for other trades, many of which are not as busy as 
expected. Large coals are mostly plentiful. Among sized 
coals some business is passing for the better qualities, but the 
enquiry is smaller than anticipated. The cheaper-sized coals 
continue to move steadily. 


Scotland.—All sections of the Scottish coal market are 
unseasonably quiet, and collieries 1n most of the production 
areas are short of orders. Demands for supplies to public 
utility concerns and industries are curtailed owing to the 
prevalence of mild weather and dullness in trade generally. 
The foreign enquiry is very restricted, and coastwise shipping 
business is disappointing. Considerable quantities of large 
coal and sized fuel are offering in the export market, but 
collieries find it difficult to dispose of their outputs and pre- 
vent further accumulations of stocks. In Fifeshire, however, 
the collieries are heavily contracted, as tonnage is in good supply 
at the landing ports. Other districts are more dependent upon 
inland orders, and though large coals are as a rule in fairly good 
demand, it is not easy to dispose of washed material. All 
sizes are offering freely for export in Lanarkshire and Ayr- 
shire, and in the case of some sizes also in the Lothians. 








Iron and Steel. 


Birmingham.— The tone of the iron and steel market has 
taken a distinct turn for the better, Many consumers have 
apparently cleared their stocks, and prompt requirements 
have beefi fairly numerous, although ordinary buying and 
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contracting is absent, pending the annot 
prices for the New Year. The outlook £3 
hopeful. . SAISON 
Sheffield——There has been a distinct i$, Vensi 
nearly every branch of steel production. Tr sic steci 
plants are operating at higher levels and tonnag. 9» e in- 
creased. Acid carbon steels are in better reques h «he 
demand for staimless and heat-resisting steels shows o loma 
expansien. While the scrap trade is certainly more ac no 
the improvement is not ín proportion to the increased outp.. ^ 
of steel. : 
lees-side.—Cotriditions are steadily improving, but all . 
sections could accommodate a great deal more work. Sub- 
stantial reduction in stocks has improved the statistical posi- 
tion, and current consumption is now fully absorbed. Makers 
of Clevefand foundry iton have little pig for sale, while con- 
sumption of East Coast hematite iron has expanded sufficiently | 
to justify the rekindling of two blast furnaces. Rearmament 
requirements are expected to result in a good deal of work. 
It is expected that the issue of new price lists in December 
wil be followed by expansion of business. Re-rollers are 
taking larger supplies of semi-finished steel and there is better 
consumption of heavy rolled products. Shipbuilding speci- 
fications are quiet, but sheets have been more active. 
Newport.—Iron and steel imports were rather better than 
in September, but less than half the tonnage of a year ago. 
Demand shows a slight tendency to improve, but business 
is held up by uncertainty about next year's prices. There 
have bees successful trial runs of the new plant at Ebbw Vale, 
and this is practically ready for production on a large scale. 
Swansea.— The tinplate market showed signs of better con- 
ditions and the orders received were in excess of the production, 
but later a slight falling off was noticeable, The works were 
busier in October than in September, being employed at 
52:52 per cent. capacity, or an increase of 6:44 per cent. 
Scotland.—The improvement is maintained and the pro- 
duction shows a tendency to expand in the West of Scotland. 
Though the requirements of shipbuilders are still restricted, 
steel-makers are compensated to some extent by a good home 
demand from structural engineers and for Government work, 
and it is estimated that 60 to 70 per cent. of the capacity 
of the steel-works is now in operation. In the sheet trade 
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export enquiries ate more numerous and there are indications 
of recovery in the home demand. Re-rollers of steel bars and 
makers of bar iron have also better. order-books. Tube 
makers are mostly busy and in some cases employed at almost 
capacity. Working conditions are not much better at the 
Falkirk light foundries, at most of which operations are con- 
fined to three or four days per week.. In the pig-iron industry 
in Scotland the number of furnaces in blast is eleven, and 
consumers are obtaining supplies of foundry, basié and 
hematite qualities without difficulty.* 


Engineering i 
Birmingham.—In the motor trade a definite improvement 
is reported and deliveries for the New Year are difficult, 
Accessory manufacturers are busier, and drop foggers well 
employed. Engineers associated with aircraft, and rearma- 
ment work generally are still getting plenty of work. The 
demand for heavy engineering has fallen off, and it is thought 
that this will continue until the new steel prices are announced. 


Coventry.—For the most part motor manufacturers are 
busy with 1939 programmes. Armament firms are fully 
employed and the general engineering industry is very active. 
Drop-forging manufacturers report good orders and enquiries. 
The electrical industry remains active and the overseas trade 
is good. The motor-cycle and bicycle show has had a good 
effect and the outlook is satisfactory. 

Manchester.—There is a general decline in business, and 
only those firms engaged on rearmament orders ase working 
to anything like capacity. An improvement depends upon a 
restoration of confidence in the international outlook. 

Sheffield—The general engineering trades continue to 
be well employed and prosperity is assured for some consider- 
able time ahead. Many local firms have benefited by the 
speeding-up of the rearmament programme. There has been 
a steady improvement in all branches of the tool trade, of a 
healthy character as compared with the rush orders received 
during the national crisis. Firms engaged in the production 
of engineers’ small tools and precision tools are finding it 
difficult to give satisfactory deliveries. 

Leicester —Normal business is only fair, but the additional 
rearmament requirements have more than filled up the gap in 
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the lighter section. There is still full employment for ali 
efücient craftsmen in the machine tool section, and many are 
on overtime, 


Wolverhampton.— The position is more satisfactory, though 
export business continues dull. Mechanical and construc- 
tional engineers are active, and demand for electrical plant is 
fully maintained. Makess of motor vehicles are favourably 
situated, and there is a better call for parts and accessories. 
Government demand is considerably assisting local vehicle 
production, : ; 


.  Scotland.— There has been no improvement in conditions 
in the Clyde shipbuilding industry. Only a few orders—all 
for tankers—have been placed and the position is more dis- 
couraging than at any time for some years past. The yards 
engaged on Admiralty work are of course busy. They are, 
however, few in number, and as most of the yards are com- 
pleting their orders rapidly and booking only a few new 
contracts, prospects are viewed with some anxiety. Marine 
engineering firms have still a good deal of work on hand, but 
are experiencing a lull in new orders. 


Metal and Hardware Trades 


Birmingham.—Makers of metal smallwares report an 
improvement and a more encouraging outlook, but buyers 
are awaiting a reduction in prices before placing large orders. 
In the tube industry there 1s a little more activity and makers 
of hollow-ware are better employed, but hardware is still only 
in moderate demand. The cold rolled brass and copper 
section shows some improvement and manufacturers are 
getting some Government work, but the outlook is obscure 
and exports difficult. 


Sheffeld.—lrade conditions in cutlery are far from 
satisfactory, and the expected seasonal improvement for the 
Christmas trade is much below normal. Certain contracts 
have been placed, but complaints of price-cutting are numerous. 
Export trade is also unsatisfactory. 

Walsall.— The improvement in hardware and ironmongery 
is maintained, 

Wolverhampton.—Hollow-ware, both enamelled and alumi- 
nium, is better, and most sections of hardware have advanced. 
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The lock trade is also experiencing better conditions, Rearma- 
ment demand is substantially aiding output in a number of 
local trades. The edge tool industry is-fairly good, though 
subsidised competition in South America is an obstacle to full 
development. 


Chemicals E 


Business has been steady, but demand was mainb for 
small quantities to cover immediate requirements.  lhere 
were better orders for creosote oil, but there was little interest 
in other coal-tar products. o 


Cotton ° 


Liverpool.—No outstanding development has occurred in 
the “ futures " market and price fluctuations have been narrow. 
It is estimated that 2,600,000 bales of the 1938 American crop 
have been dealt with under the Government Loan. Trade 
conditions in the United States have improved, but Liverpool 
stocks remain heavy and imports are practically nil. Interest 
is maintained in “ outside ’’ growths. 


Manchester.—The yarn market remains dull, with business 
mainly on home account. The cloth trade is also quiet, orders 
mostly being for small lots. The Anglo-American Trade 
Agreement is expected to lead to larger exports from Lancashire, 


Wool 


Bradford —Quotations for all grades of tops keep very 
firm. The market has been strengthened by a substantial 
increase in the output of tops and by the greater activity in 
the spinning section. Users are keeping their commitments 
fully covered and are even buying in excess of actual contract 
requirements. The improved tone of the yarn market is fully 
maintained and current prices are firm. 


Hawick.—Yhe Border tweed trade has improved and 
factories engaged in supplying home retail houses are quite 
busy. The mild weather has upset calculations in the hosiery 
trade somewhat, although much overtime and night work has 
been necessary and in many cases is likely to continue for some 
time. Spinners and dyers are both well employed. 
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Other Textiles 


Dundee.—lhe price of raw jute continues to fluctuate ° 
daily, with a slightly easier tendency. Spinners are difficult 
to interest, and, except for completing the arrangements for 
the manufacture of sand-bags, there is little fresh business in 
yarn, Immediate delivery of small quantities of cleth are in 
fair demand, but the general position for manufacturers is 
uninteresting. 

` Dunfermline —Conditions in the Fifeshire linen trade 
remain steady, but buying is still small and mostly for the near 
position. Flax and*tow are slightly dearer. Spinners are 
difficult to interest, and only a small business is being dene. 


Clothing, Leather and Boots 


Leicester.—lhe outlook in boots and shoes is more pro- 
mising and home trade continues to improve, Export trade, 
however, is only fair. In the hosiery trade the fancy sections 
are quite busy. An improvement in home trade is recorded 
in the half hose section, but export enquiries are poor. 

Northampton.—lhere is some improvement in the boot 
and shoe trade, but orders are still below normal for the 
season. There is, however, a feeling that the New Year will 
bring more buyers into the market. The leather market is 
quiet, with prices firm. 

Walsall.—The improvement in the tanning business is 
maintained. Manufacturers of fancy leather and sports goods 
are becoming well employed on special lines, but general 
business is not so active as last year. 





Shipping 

Bristol.—Trade is being consistently maintained and the 
aggregate for this year is in advance of that of 1937. Stocks 
in the Port Authority's warehouses are on an average basis. 

Hull—There is only a very poor demand for tonnage 
and rates for all directions remain low. With few signs of 
expansion in coal shipments it is difficult to foresee any 
improvement 1n rates as yet. 

Liverpool.—There is no material change in the freight 
market. The tonnage entering the River Mlerse$ for the 
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year ending ist July, 1938, again constituted a record. The 
figure for the period was 22,097,755 fons, compared with 
21,299,499 tons for the preceding year, which was the highest 
figure previously recorded. 


New«qastle-upon-Tyne.—Yhere has been more activity in 
shipping, but rates remain on a very low basis, particularly to 
the Mediterranean. The Baltic has been *somewhat better, 
but is now easing off, tonnage being freely offered,  * 


Southampton.—lhe quantity of shipping which entered 
the Docks during October was 1,824,226 gross tons, or an 
inctease of 124,745 tons over October 1937. On the néw 
Docks Extension Estate industrial premises of six acres have 
recently been completed for General Motors Limited, who 
will now concentrate their United Kingdom activities, for the 
assembling and distribution of motor cars, at ‘Southampton 
Docks. It is intended that the assembling of the motor cars 


‘shall be carried out at the new factory from parts imported 


from the U.S.A. and the Continent. A modern distribution 
depot for Messrs. Cadbury and Fry is now in course of 
erection on the new Docks Estate. 


~ Newport-——Freights have not maintained their slight 
improvement, and the scarcity of coal freights has led to some 
increase in the amount of laid-up shipping. 


Swansea.—The freight market has been extremely quiet in 
all directions. The coasting market in particular has been 
very disappointing. Few cargoes are offering, ‘and with 
tonnage offering very freely, rates are extremely weak. 


East of Scotland.—There were less than a dozen vessels on 
loading turn at the Forth coaling ports at mid-November. 
Leith dock returns showed no outstanding feature. Business 
in the freight market is at a minimum with ample tonnage 
available. 


Glasgow.—Chartering of tonnage to carry coal is very 
quiet. There is a moderately good demand in the Baltic 
Section—chiefly for boats for discharge at Danish and Finnish 
ports—and rates are steady. In other sections, however, 
shippers’ requirements are restricted, and though the under- 
tone is steady, rates are not being thoroughly tested. 
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Foodstuffs 


Liverpool, grait.—Speculative interest in wheat is com- 
pletely absent and the market is passing through a difficult 
period, The important event has been the purchase of 
200,000 tons of Rumanian wheat without the assistance of the 
normal market machinery. Apart from a moderate reduction 
in tbe Australiah crop world, reports are uniformly good, 
Canada; the United States and the Argentine notably returning 
much higher exportable surpluses than in 1937. Miaize prices 
are steady, with yellow Plate quoted at 5s. 33d. per cental. 


Liverpool, provisions.—Prices for Continental bacon have 
further eased owing to poor consumption demand. The 
market for American hams is also quiet, with prices easier, 
due to the cheapness of Continental gammons. The market 
values of lard do not show much change and the demand 
remains quiet. Prices for Continental types of butter are 
firmer on a shortness of supplies. Empire types are in quiet 
demand ,at easier prices. The demand for cheese is quiet, 
with quotations slightly lower. Prices for canned meats 
remain firm, with consumption demand excellent, and the spot 
demand for canned fruits continues to be very moderate, 
‘with a little more interest being shown in forward parcels for 
shipment. The Anglo-American Trade Agreement is likely 
to be beneficial to provision trade interests and will result in 
greater trade activity and an increase in imports. 


Fishing” 


Brixham.—Landings of wet fish during October amounted 
to 2,963 cwts., valued at £4,764, compared with 3,192 cwts., 
valued at £4,273 for the previous month. Prices have now 
eased on better weather conditions, though the trend is 
irregular, 


Hull,—In spite of reductions in the quantity of fish landed, 
the increase in values as compared with the corresponding 
month of last year continues to be very satisfactory. Landings 
of cod continue to be abundant, but there has been an acute 
shortage of plaice and haddocks owing to repercussions of the 
political situation, which has made trawlers disinckned to go 


to the White Sea. 
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Penzance.—Fishing has been somewhat restricted on 
account of the passing of the lining seagon and the prepara- 
tions for the herring season. A few boats from the St. Ives 
area landed fine lots of rays here and realised high prices. 
Local craft are ready and waiting for the coming of the herring. 


Scofland.—Despite unfavourable weather conditions land- 
ings of white fish have been better generally and prices have 
ruled firm, Accounts from the Scottish herring fishing fleet 

at East Anglian ports are less favourable. — . 


Other Industries E 


Carpets.—Kidderminster reports that the improvement in 
the carpet trade is fully maintained, and many looms are 
running five or six days a week. Amn advance in*the lower 
grades of carpets has followed the higher price of wool, and 
materials are still hardening. Some substantial orders have 
been received from Australia, New Zealand and South Africa, 

Paper-making and Printing.—Edinburgh reports moder- 
ately steady conditions in the paper-making trade. The 
printing branch has 1mproved, with the jobbing side active on 
orders for Christmas. 


Timber.—lhe market at Hull for goods from stock is still 
very quiet, with keen competition for such small orders as 
are being placed. The forward market is similarly inactive, 
with prospects of more normal trading at the end of the year. 
The shortage of many favourite sizes from importers’ stocks 
is likely to affect prices very soon and help in the "anticipated 
improvement, 
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Overseas Reports 
Australia : 


From the National Bank of Australasia Limited 


A cabled report states that crop and stock prospects are 
bad in Northern Victosia as the result of dry conditions. 
Otherwise the outlook for rural production is more promising. 
Overseag trade shows some recession, but employment is well 
Maintained, . j 


Canada : 
From the Imperial Bank of Canada 


With the passing of the war threat confidence in the 
business outlook has been restored. The American recovery 
is a definitely favourable factor. At the same time it is realised 
that the economic conflict affecting international trade and 
finance is likely to be continued, and that transportation and 
other problems at home have a direct bearing on business 
earnings and general prosperity. The physical volume of 
business has recently had a more favourable trend than has the 
general economic index, the latter being adversely affected by 
commodity price movements and security market operations. 
Production of base metals is heavier, industrial output is 
increasing, there is a larger consumption of raw cotton and 
also an expansion in newsprint production. The output of 
electric power has reached a high point for the year, and 
statistics gf industrial employment, freight movement and 
export and import trade are more favourable. 

The index of the physical volume of business at r19:2 
is nearly nine points above a year ago, while the economic 
index, which has been showing some recession, is still 24 
per cent. above last year. Money continues in free supply. 
Current loans by the Banks have increased, but there would 
appear to be plenty of capital to take care of the hoped-for 
industrial and commercial expansion. Construction is falling 
below last year as the season draws to a close, but will be 
the best since 1931 with the exception of 1937. Wheat, with 
its Government supported market, is moving to market in 
good volume, if somewhat irregularly. The returns to the 
farmer are an important factor in creating a purchasing power 
in Western Canada substantially above the level of recent years, 


P 
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India 





Bombay.—The brighter outlook in America has given a 
steadier tone to the Bombay raw cotton market. A good 
demand came from Lancashire, the Continent and the Far 
Bast. The movement of the Indian crop is on the increase. 
Crop reports are satisfactory, with a promise of a good yield. 
Cloth sales in the Divali holidays were disappointing, but the 
improvement in piece-goods has been maintained and clearances 
of Swadeshi and Japanese stocks have been steady. There is 
only a retail demand for British goods. The tone of the yarns 
market has been quiet. Manchester spinrters will have to lower 
their price to compete against Japan. — i 


Calcutta.— he raw jute market was firm and active up 
to November rst, but buyers have since withdrawn. Prices 
are steady owing to the firmness of up-country markets. Baled 
jute has been dull. There has been very little movement in 
hessian prices, but heavy goods have received more attention. 
The shellac market has improved, and foreign business has 
been brisk. It is thought that Russia has been operating on 
the London market. Approximately 98,500 packages of tea 
were offered for auction between October 14th and November 
rath, with a fair general demand. An easier tendency is 
expected owing to the accumulation of stocks in Great Britain. 
The recovery in hides was short-lived, and the export market 
is dull. Internal prices have risen. Goatskins have advanced 
by 5 to ro per cent., and the market is strong, with an element 
of speculation that is preventing normal business. 


ve 


Eire 


Weather conditions have been more than usually severe, 
and almost continual rain over a large area of the country has 
rendered farm operations unduly difficult. Livestock are 
generally reported to be in good condition. There is a decided 
improvement in the volume of trade both at country fairs 
and at the Dublin Metropolitan cattle market. Prices are 
above last season's prices and remain firm. Demand is keenest 
for really prime qualities of which there 1s still a scarcity. 

Both the number and quality of sheep and lambs on offer 
shows a falling off. Trade in pigs is steady, especially for 
first-grade medium weight pigs. 
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France 


From Lioyds & National Provincial Foreign Bank Limited 
The adverse visible trade balance for the first ten months 
of this year was Frs.13,661 millions, compared with Frs.14,684 
millions last year. The trade returns are summarised below :— 





























e First Ten First Ten 
e Months, 1957 Months, 1938 Difference 
— Frs, mill. Frs. mill. Frs. mill. 
Imports— : 
Foodstuffs e — .. am 8,467 10,266 + 1,799 
Raw Materials ... ve 20,119 22,144 + 2,025 
Manufactured Articles ... 5,294 5,486 + 192 
© 355,880 57,896 + 4,016 
Exports— , ; 
Foqdstuffs Eu aii 2,651 3,294 | + 643 
Raw Materials ... vue 6,832 7,916 -+ 1,084 
Manufactured Articles ... 9,713 13,025 + 3,512 
19,196 24,235 + 5,039 
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Compared with last year the franc value of imports has 
increased by approximately 12 per cent., and that of exports 
by just over 26 per cent. There is an appreciable increase 
in exports of manufactured articles. 

The number of registered unemployed on November rath 
was 364,210, compared with 325,497 at the same time last 
year. Railway receipts from the beginning of the year to 
November 4th amounted to Frs.12,418 millions—an increase 
of Frs.2,058 millions, or 19:86 per cent., compared with the 
same period last year. It must be remembered, however, 
that rates were increased, in July, 1937, and again in Januaty 
this year, by approximately 45 per cent. 

The official cost-of-living index figure for Paris for 
October, 1938, shows an increase of 19 points, or 3:68 per cent. 
over September. 


RETAIL PRICES OF 34 HOUSEHOLD REQUISITES 


(1914 == 100) 
1936 May  ... ene T id "m ae 459 
1937 October E "e Ves TM eae 657 
1938 September  ... - dus as vis 108 
1938 October m ah esi Vus su 727 


Compared with October, 1937, the increase, is 10°65 
per cent, and compared with May, 1936—the date immediately 
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prior to the introduction of the new social laws—it is over 
58 per cent. | 

Le Havre.—Prices for cotton future$ have shown small 
fluctuations, but with a fair turnover in a dull market. Demand 
from the mills has only been for current supplies. Heavy 
arrivals have caused stocks to increase from 272,000 bales to 
331,000 bales. The American cottom crop report forecasts a 
yield of 12,137,000 bales; more than 10,000f00 bales arg now 
estimated to have gone into the Loan scheme. Consumption 
of other growths continues to increase to the detriment of the 
American cotton market. e 

. Coffee quotations from Brazil have remained firm, byt 
the futures market has been featurelesse-with prices weak. 
Demand from the interior has been very active, Owing to 
reduced arrivals, most of the deliverieg have been made from 
stocks. There are now 509,000 bags, or about ,100,000 bags 
less than a month ago. The recent increase in taxation will 
result in a rise of 60 centimes per kilo in the price of roasted 
coffee to the consumer. 

.Lille.—The market has been quiet, with prices firm. 
The expected financial measures exercised a restraining 
influence in all sections, as manufacturers and. merchants 
preferred to adopt a waiting attitude. 

The general opinion of the new measures appears to be 
that they are not so severe as was expected, but fear is expressed 
that higher prices will result and that the purchasing power 
of the consumer will be further diminished. Spinners, particu- 
larly those spinning low counts, have orders in hand for some 
time ahead, but Government orders are in no smalf measure, 
directly or indirectly, responsible for this activity. Export 
business in yarns of medium counts shows an improvement, 
particularly to Belgium and Germany. Towards the end of 
November the outlook was uncertain, with a prospect of 
demands for wage increases from the operatives. 

The situation of the flax market has not changed. In- 
formation is still awaited as to Soviet exports, and in the 
meantime supplies must be obtained in local and other growths, 
so that prices are maintained at the present uneconomic levels. 
Only Government orders have permitted the maintenance of a 
reduced level of activity, and the refusal recently by the Govern- 
ment to accept tenders for certain articles, the prices of which 
were considered too high, caused consternation. It is feared 
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that the present level of prices will lead, more and more, to the 
mixing of flax yarns with cotton, to the permanent detriment of -° 
the flax trade. : 


Roubaix .—lhe improvement in business has been well 
maintained, especially in the manufacturing section. Combers 
continue to be well supplied with raw material and the majority 
are working two eight héurs’ shifts and some even three shifts. 
Spinsers have not been so busy for a long time, and many are 
running two shifts. New orders are coming in well, especially 
for export accdunt. Owing to the present value of the franc, 
business in many fereign markets which had been closed for 
several years is once more possible. The same applies toethe 
piece goods trade,'especially in the men’s wear section. It 
remains to be seen to what extent the recent increased taxation 
will influence the cost.of living and so lead to a demand for 
an increase in wages. If the rise turns out to be appreciable 
it may seriously jeopardise trade with foreign markets, 
Demand for tops and noils continue brisk, especially for 
Home account. Prices show little change. Stocks of tops 
with local combers at Kilos. 8,278,000 show a satisfactory 
decrease of nearly Kilos. 1,000,000 on the month, in spite of the 
high combing output, but they are nearly one million. Kilos, 
higher than a year ago. Unemployment continues to decline. 


Belgium 
From Lloyds & National Provincial Bank Limited. 


Antwerp.—Traffic in the Port for the ten months ended 
October shows a slight decrease when compared with the 
corresponding period of last year, the figures being :— 

1937... .. Arrivals 10,228—tonnage 20,817,475 
1938...  ..  , 9,168— ,, 20,058,208 

Commodity markets have been rather dull. Coffee is steady, 
while colonial products such as oil, cocoa and copal are inactive. 
Little business is being done in grain and wool, and prices are 
stagnant. The diamond-cutting industry reports a slight 
seasonal improvement, but business does not seem to be 
profitable. 

Brussels.— The international tension, weakness of the pound 
and foreign competition are the causes of the lack of confi- 
dence in the iron and steel market which has resulted in the 
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falling off of orders. By November r5th Cosibel received 
orders for 45,500 tons, of which 22,500 tons were for the home 
market and 23,000 tons for export. In spite of the unseasonable 
weather, certain qualities of house coals continue in demand. 
The improvement in orders for industrial coal has not been 
maintained. Stocks have increased by 175,000 tons. 

LÀ 


Germany " 


Germany's main need to-day is a broader basis of industrial 
production. For the past year most factories have apparently 
been working at capacity, but the extension of working hours 
and the modernisation of plant have been found to provide 
means of a further expansion in output. «Ihe main difficulty 
has been the shortage of certain raw materials, and in this 
connection some progress has been made with the home 
production of substitutes. Thus the output of zellwolle and 
other textile materials is now about 50 per cent. higher than 
in 1937. Even so, the shortage has not been entirely overcome. 

The following table gives index numbers of production 
during recent years (1928 = 100) :— 


Motorcars 
Monthly Total Steel Machinery {lorries Coal Textiles 
Average excluded) 
1929 € S 101-4 112-5 103-8 91.1 108.3 94.4 
1932 ese 540 400 40-7 28:6 69:0 79:2 
1933 ve .. 61:5 53-1 48.6 59-7 73:2 90-5 
1934 axe .. 80-9 82.6 64.9 95:6 83.1 98-7 
1935 $us 2e. 953 111: 7 85-2 136-1 94-6 91°0 
1936 iut .. 107.8 132-9 102-5 161-8 104-3 98:4 
1957 cee .J] 118-8 137°6 124-1 195.3 121:5 100:1 
1928 Jan. .. 116-2 153-1 120-6 184-9 — 128-0 105-8 
Feb. .. 121-0 155-0 130-6 206-6 126-9 107-6 
March ... 124-6 1540 — 145 206-1 — 1240 110-1 
April we 125-6 160-1 145-9 216-9 121°3 102°6 
May .. 128-8 166-0 149.2 228: 3 122-7 106.7 
June .. 126.9 159-7 154:4 220-6 119-4 97.6 
July ». 128-7 160-9 145-6 216-0 121:7 98.5 
Aug. we 129:4 157-8 143-6 170-6 118-1 107-0 
Sept. 132-0 161-1 — 206-9 116-3 113-2 


As most industries are no longer able to reduce their costs 
and increase their profits in conformity with their expansion 
of production, the national income is no longer growing in 
proportion to the national output. Industrial yields have 
also reached or passed their peak, but this is partly due to the 
compulsory limitation on dividends and to the increased 
pressure being exacted on industrial firms in the direction of 
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social spending. -For this reason security prices are some 
7 per cent. lower than they were a year ago. Prices are also 
likely to be affected’ by the liquidation which will follow the 
new measures against the Jews, even though sales of securities 
by Jews are strictly controlled. 
Imports for October amounted to Rm.475, millions, 
compared with Rm.450 millions in September. Exports were 
Rm.467 millionse in October, against Rm.416 millions in 
September. The returns for the two months, however, are 
not comparable, as the October figures include part of the 
Sudeten land. Austrian ‘trade, now including the South 
Sudeten areas, is still calculated separately. s 


Holland 

The. general characteristic of the situation in Holland 
during the third quarter of 1938 was the ending of the set-back 
which began in the autumn of 1937. There are a number of 
indications of improvement, among them the situation in the 
labour market, and also consumption of electric power, which 
is 14:7 per cent. more than in October last year, Building 
contracts are also better. Industrial production shows no 
clearly defined tendency. An improvement is reported in a 
number of industries producing consumers' goods, and also 
in the metal industry, but activity in shipbuilding is declining. 
Tonnage laid up amounted at the end of September to 50,000 
tons, or only about 2 per cent. of the country's mercantile 
marine. Movement of shipping in our ports has also developed 


satisfactorily. l 
The Foreign trade returns are summarised below :— 

Imports Exports Percentage of Imports 

In Millions of Guilders covered by Exports 
1937 1938 1937 1938 1937 1938 
January ... 106 119 73 82 68-9 68-9 
February .. 105 118 79 82 75.2 69-5 
March we 125 120 94 90 15:4 15.0 
April e 148 115 101 81 71-1 70-4 
May ..- .. 128 110 90 83 "0*3 75.8 
June... .. 140 119 95 81 67-8 67-9 
July ... |... 146 120 102 78 69.7 64.9 
August — .. 122 116 98 90 80-3 71.5 
September ... 130 117 113 101 87-0 86-7 
October ... 140 127 106 98 71-5 77-0 
2. T7533 


Total... 1,284 . 1,180 951 865 74. 


$ 


if 
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Of the Fl.ro million increase in imports about one-third 
came from Germany, another third from Belgium and 
Luxemburg and about one-fifth from the United Kingdom. 
Exports to the United Kingdom fell from Fl.27 millions in 
September to Fl.20 millions in October. 


The index numbers of wholesale prices are summarised 





below : ec 
INDEX NUMBERS OF WHOLESALE PRICES 2: 

(1926-30 — 108) . 
Foodstuffs Raw . Manufactured Total 

Materials Products 
* 1938 January... 79-0 61.8 78-1 15-2 >» 

April e 744 58:0 > °76-6 72:5 
July vis 73-7 56-3 5:4 71-3 
August... T3: 3 55-4 75:1 70:8 
September... 72-1 55.3 e 75-2 © 70:5 
October  ... 13:2 55.4 752 . 10-9 


October registered a slight recovery, and more generally 
there has been relative stability since the late spring. 


Norway 
The trade returns are summarised below :— 
Oct., Sept. Oct, 10 Months, 10 Months, 

1937 1938 1938 1937 1938 
Kr.mill. Er.mtil. Kr.mill. Kr.mill, Kr.mill. 

Imports ... 93.4 103.9 101-2  1,054-2 987-9 
Exports... 70.5 74-9 81.1 656-8 635-3 
maii cma <a pa $ PEST ONN 

Import Surplus ^ 22:9 29-0 20-1 397-4 352-6 


mm g NNT =n aint 


October imports of cereals were Kr.3-4 millions higher 
than last year. October also witnessed large exports of ships. 
More Norwegian tonnage has come into use. On 
November 2nd, 1938, there were laid up 56 Norwegian ships, 
totalling 244,270 tons d.w., compared with 92 ships of 467,923 
tons d.w. on October ist, 1938. 


The number of unemployed persons seeking employment, 
in excess of vacant positions at the official labour employment 
exchanges, amounted to 30,085 in October, against 26,105 in 
Septembes. The 1937 figures were 29,063 and 25,431 
respectively. 
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The monthly index of industrial production (basis: 
1935-100, adjustments made for the varying number of 
working days), is sufamarised below :— 


Home Market Export Total of 
Industries Industries Industries 
Year August Sept.. August Sept. August Sept. 
1936 eae 120 122 112 110 117 * 118 
1937 aes 135 £34 113 103 127 123 
1958 "e 199 139 97 104 118 127 


The general index of the cost of living for October 15th 
was unchanged from the preceding month at 170 (July, 
1914=100). The wholtsale price index for October r5th . 
dropped one point from the preceding month, from 151° to 
150 (1913=100). ° 


Sweden , 


The demand for timber has been satisfactory, about ` 
10,000 standards having been sold each week. Orders, how- 
ever, have not primarily been for joiner's wood, but mostly 
for building timber. Owing to the weak prices of unsorted 
goods sellers have generally preferred to keep what is left of . 
their stocks over the winter and dispose of them next season 
rather than sell now. Since September prices have been 
20-25 per cent. lower than a year ago. Most business has been | 
done with England. France's purchases of timber have been 
smaller than for many years. Dealings with Germany have 
been dependent upon exchange licences, and not since June 
has Sweden had any fresh quotas. Whitewoods have had a 
relatively good market, the principal buyers being, as usual, 
Holland and Scotland. Sales this year to the end of October 
have reached a total of about 650,000 standards (including 
box boards), and if nothing intervenes to upset the market, it 
is likely that the year's sales quota of 690,000 effective standards 
.of sawn and planed timber will be covered. 

The chemical pulp market has not changed appreciably. 
There are signs of a substantial reduction this year in the 
still heavy stocks of pulp at the paper mills and at the ports 
in the United States, but they remain large enough to check 
the flow of sales from the pulp mills. Sales are very small 
and are generaly connected with the conversion of earlier 
contracts. Prices continue to be very unsatisfagtory. On 
November ist the sulphite industries in Sweden, Norway 
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and Finland agreed that the restriction of output previously 
decided upon and involving a fifteen weeks’ stoppage of 
production at each mill, should be put into operation for eight 
weeks during the second half of 1938 and seven weeks during 
the first half of next year. There are no signs of an improve- 
ment in «mechanical pulp. On the paper market orders 
have been somewhat better in recent*weeks, though not equal 
to the increase usually recorded in the autfmn. The news- 
print mills are now once more able to sign contracts fof regular 
deliveries, but on the whole the market is slaek. Some sales 
.of kraft paper have been concluded, and in consequence 
Scankraft has reduced its previously planned restriction of out- 
put to 35 per cent. as from October 16th, The situation in 
sulphite paper has shown no improvement, and the restriction 
of production at the mills associated with Scansulfit,has been 
since September 1st 75 per cent., while a 50 per cent. reduction 
is being maintained in the output of grease-proof paper. 

The market for commercial iron in Sweden is still de- 
scribed as stable, demand being good. Business in Swedish 
quality steel has also improved to a certain extent during the 
past two months after its previous weakness. Buyers, how- 
ever, are not showing normal interest, in spite of the demand 
for quality products as a result of rearmament. 


Denmark 


From November rst all restrictions upon imports of 
ships, raw tobacco, hides and skins have been removed. An 
agreement regulating Danish-German trade in ’1939 has 
recently been signed. It is based on the same principles as 
those'laid down in the agreement for 1937— namely, that the 
size of Danish exports to Germany depends on that of imports 
from Germany during the preceding quarter. It is estimated 
that exports will reach about the same figures in 1939 as in 
1938. During the first nine months of 1938 Denmark’s 
imports from Germany were valued at Kr.288-9 millions and 
exports at Kr.227:9 millions, The 1937 returns were imports 
of Kr.308-8 millions and exports of Kr.2rr-4 millions. 
During the first nine months of 1938 trade with the United 
Kingdom consisted of imports of Kr.g21-4 millions and 
exports ofeKr.639-2 millions. In 1937 imports were Kr.492:5 
millions, and exports Kr.604:0 millions. 


636 


_-: The foreign exchange reserves of the National Bank fell 
between mid-October and mid-November from Kr,102°1 to., 
Kr.93:9 millions. ‘While assets have increased by Kr.6:8 
millions to Kr.113:3 millions, liabilities have risen by Kr.13-0 
millions to Kr.19-4 millions. This is due to an increase in 
German balances held on Clearing Account. At the end of 
October the total foreiga balances of all banks amounted to 
5n :9 millions compared with Kr.r9-o millions a year ago. 

. As a means of stimulating the Bond market to bring about 
a reduction in.interest fates, the National Bank has reduced 
the interest. rate for deposits from banks and savings banks 
from $ to 1 per cent., and the Postal Transfer Office has reduced 

e maximum amount, on which interest is paid, from 
Kr.200,000 to Kr.100,000. 

During the period April-September the revenue of the 
Danish State railways totalled Kr.69:2 millions and expendi- 
ture Kr.63-0 millions. As, however, writings-off and interest 
on invested capital totalled Kr.ro:5 millions, the total result 
was a deficit of Kr.4-3 millions. This is less favourable than 
last year, when the deficit was only Kr.2:8 millions. 
Switzerland - 

From Lloyds & National Provincial Foreign Bank Limited 

The Swiss franc has continued to appreciate and in late 
November was quoted at around Frs.20:85 to the pound. 
Federal Bonds have been firm, with the shorter-dated issues 
tending to rise, but there has been a certain amount of selling 
of the betfer-class equities, possibly on French account. 

The City of Geneva recently issued a 3 per cent. Con- 
version Loan of 20 million Swiss francs at 97:10 per cent. 
The Loan was well covered and applications for new money 
only received allotments of 50 per cent. The Canton of 
Berne has also issued a 3 per cent. Loan at 98 for the purpose 
of converting a 4$ per cent, Loan. 


Morocco 


From the Bank of British West Africa Limited 


Business conditions in the French zone continue to be 
quiet, and little improvement is expected until the Fast of 
Ramadan ends on November 24th. Good rains have fallen 
generally and ploughing and sowing are well forward. New 


" 
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licensing regulations have been issued whereby importers 


‘of green tea, sugar and tinned milk are required to maintain 


Government controlled reserves equal to 25° per cent. of annual 


sales. Japanese textiles, despite a satisfactory turnover, are 


lower in price, and Japanese exporters are said to be refusing 
credit. This year’s crop of soft wheat is estimated at around 
250,000 tons, of which 138,000 tonsewould be available for 
export, but for the maintenance of the embawgo on the export 
of wheat and the difficulty of finding a market in France. 
On the other hand exports of barley to France up to 20,000 
tons are being allowed. Eggs are rising in price on a sustained 
demand from France, but cereals and seeds are dull. An 
improvement in the hotel and tourist business is reported. 


The United States " d . 


The result of the elections has had a heartening effect 
upon the outlook of the business community. When it 
reassembles, Congress will still be predominantly democratic, 
but the opposition has gained considerable strength. Business 
indices which in mid-October stood at 86-6 and 61-1 had 
risen by the middle of November to 89 and 70:4. - Much of 
the improvement is apparently due to the rapid expansion in 
the steel and automobile industries, and the outlook for resi- . 
dential building for the next few months is much better. 
With the likelihood of expenditure on armaments and building 
continuing to rise, the outlook for the steel industry is satis- 
factory, and hopes are entertained that 75 to 80 per cent. of 
normal operation may be attained by March or April next. 
In general retail trade it is believed that a considerable 
replacement demand for consumers’ goods remains unsatisfied, 
and should increases in employment prove reasonably large, 
this will be quite a factor in the movement towards recovery. 

Under the quota system the domestic sugar market is 
usually very quiet at this time of year, The market for raw 
sugar has declined somewhat. Business in crude rubber has 
not been very active; spot smoked ribbed sheets are a little 
cheaper. No doubt tyre dealers are now in process of 
replenishing their stocks. It is said that a few weeks ago 
quantities in harid were the lowest for three years. 

In August and September 32,607 tons and 36,763 tons 
of refined copper were exported. Lead producers appear to 
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be fairly well satisfied with the volume of business; Zinc is 
rather quiet, with some strength. Tin is firmer, not so much * 
. on account of local demand but rather as a reflection ot world 
prices. : 

By November zst the number of furnaces engaged in the 
manufacture of pig-iron had increased to rir4, or 18 more 
than had been in blast en October ist. For that month their 
output amounted to 2,067,499 tons. Reduced to-a daily basis 
this sHows 66,694 tons compared with 56,015 tons for 
September. Production of steel ingots in October totalled 
3,117,934 tons against 2,657,748 tons made in the preceding 
month. During October mills operated at 523 per cente of 
capacity. Since then a 61 per cent. operation has been 
attained. The United States Steel Corporation records that 
663,287 tons of finished products were shipped from their 
works in October. The September quantity was 577,666 tons. 

Trading in cotton futures has been fairly active, and on 
the whole at advancing prices. The Department of 
Agriculture estimate as at- November ist was that a crop of 
12,127,000 bales might be expected this season. This was a 
little lower than the general run of private estimates. 

Sentiment in the cotton textile industry seems a little 
better. Government agencies have made substantial purchases 
. for relief purposes and.there is expectation of an accelerated 
demand by distributors for finished goods. 


South America 


From she Bank of London and South America Limited 


Argentina.—Recent rains have helped the wheat, linseed 
and oats crops, and slight to moderate rains have fallen in 
the maize districts. Ploughing and sowing for maize continues 
actively and the growing plants look well. The latest official 
estimate of sowings gives 8,445,000 hectares for wheat (compared 
with 7,778,000 hectares last year); and 2,674,000 hectares 
for linseed (compared with 2,842,000 hectares last year). 
Following the raising of the official import exchange rate from 
16 to 17 pesos per pound (plus $ per cent. commission) the 
free rate has depreciated to above 20 pesos per pound. This 
is due to the withdrawal of the central bank's support, and also 
to the decline in exports and an outward movement of capital. 
Imports for the first ten months of this year are 1,209 million 
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pesos (1,270 millions in 1937) ; and exports àte 1,157 million 
* pesos (2,033 millions in 1937). "E 
Brazil.— Coffee prices are firmer, but there are indications ` 


that world stocks may have been replenished, and November 
shipments.from Santos may prove to be the smallest for this 
year. Exports for the first ten months of 1938 were 14,500,000 
bags, compared with only 9,800,000 bags for the first ten 
months of 1937. The weather has mostly favoured cotton 
planting, and the market is firmer. Last June the Federal 
Government suspended cotton sales against aski marks, while 
at the end of September coffee shipments against aski marks 
were also suspended. It is now announced that cotton ship- 


; - ments will be authorised under certain conditions up to a 
‘limit of 10,000 tons, and new coffee exports will also be per- 


mitted up to a limit of 200,000 bags. . The latest aşki mark 
rates are Rs.5 $600 for sight export bills and Rs.6$210 for 
the provisional deposit rate, Reichsmarks are quoted by the 
German banks in Brazil at Rs.7$130 per mark. 


Uruguay.-The exchange rate for * free” pesos has 
depreciated in sympathy with the Argentine free rate. Holders 
of import permits have shown some anxiety over the main- 
tenance of the existing rate of 27$àd. for cable transfers on 


London, and so have been fixing in advance the full amount . 


of their allotted exchange, instead of the customary 20 per cent. 
Pressure on the controlled market has, therefore, been very 
heavy. Exports remain practically stationary. The official 
buying rate for export bills remains at 318d. per peso. 


Japan 


There are prospects of another 8,000 million yen budget, 
with heavy loans as well. Fears of tax increases and the 
wholesale regimentation of the national economic system are 
depressing the stock market. Meanwhile exports continue 
to improve, while imports are shrinking, in spite of increases 
in .pürchase of cotton and wool. Wholesale prices have 
recovered to the August level, this being due to a sharp advance 
in cereals. The revised rice crop estimate forecasts a smalle 
yield, although one still above normal. 


-~ 


- 640 


Statistics 
BANK OF ENGLAND 
Issue Department ^; 





Note Govt Other Other Silver 














Fiduciary 





Circulation Debt dem Securities Coin Issue Gold 
£ mn. £ mn. {mn | £ mn. £ mn. £ wn. £ mn: 
End March, 1931) 357-1 11,0 232-0 12-9 . 260-0 144.5 
»  » 1932, 360,5 | 11-0 | 240-9 | 193 3-8 | 275.0 | 120-8 
p “no 1934| 378-8 | 11-0 | 245-4 0-1 3-5 | 260-0 || 192-1 
" » 1936| 406-5 | 1l&0 | 246-5 1:5 1-0 | 260-0 | 200-6 
" » 1937| 473-8 | 11-0 | 187-0 2-0 — 200-0 | 313-7 
» „ 1938| 485-4 e| if-o | 188-2 0-8 — 200-0 || 326-4 
I Á—MM| ———— || 0 |— gt Baana —ÓM9————— LlÓM————— 
Nov. 23, 1938| 476-1, | 11-0 | 188-2 | 0-7 | O1 | 200-0 | 326-4 
Nov. 30, 1938| 480-8 11-0 | 188-2 0-6 0-2 | 200-0 | 326-4 
Banking “Department 
Publi Bankers' Oth Govt. [Discounts Other - c 
Deposits | Deposits | Deposits | Segur- |, and | Secur- | Reserve | D 
£ mn. £ mn. £ mn. £mn, | £mn. | Emn. | £mn 95 
End March, 1931 | 17-2 | 58-8 | 34-7 | 30-3 | 24-6 | 25-7 | 48-3 | 43-6 
" „ 1932| 27-2 | 54-6 | 34-4 || 35-7 | 11-7 | 51-1 | 35-9 | 30-9 
" » 1934] 17-5 | 94.5 | 36-9 | 77-1 | 56| 11-0 | 73-4 | 49-2 
» »„» 1936| 18-0 | 83-6 | 37-0 | 803 | 5-0 | 16-7 | 549 | 39-6 
" » 1937| 52-2 | 62-3 | 38-5 |100-5 | 7-1 | 22.9 | 40-8 | 27-7 
5 » 1938] 17-8 | 108-1 | 37-4 |110(8 | 8-7 | 20.2 | 41-8 || 25-6 
Nov. 23, 1938| 317 | 92:2 | 35:0 || 91:8 | 12:2 | 21-1 | 51-6 | 32-4 
Nov. 30, 1938] 23-1 | 97-2 | 37-2 || 90-2 | 17-6 | 20-6 | 46-8 || 29-7 





LONDON CLEARING BANKS (monthly averages) 





Deposits 
tees, etc. 


Advances 


£ mn. £ mn. £ mn. £ mn. 


Mürch, 1931 | 157639 | i21-5 | 184-0 | 43-5 | Dei 
»  1932| 1676-4 | 98-7 | 174-0 | 43-4 | 112-5 
» 1934 | 1,830-6 | 112-8 | 218-9 | 43-5 | 120-4 
,  1936*| 2408.3 | 105-2 | 216-7 | 53-8 | 162-4 
»  1937*| 2,244-2 | 122-5 | 225-8 | 62-7 | 169-8 
»  1958*| 2253-7 | 112-0 | 244-2 | 59-1 | 150-4 


£ mn. 
936-1 
902.1 
753-0 
849-2 
934-4 
995.2 


Sept, 1938*| 2,268-9 | 122-1 | 233-9 | 51-4 | 148-2 
Oct,  1958*, 2,255-6 | 129-5 | 234.1 | 58-0 | 148-5 





* Includes the District Bank. 


969-2 
969-2 


LONDON BANKERS' CLEARING HOUSE RETURNS 





Town Metropolitan | Country 








Clearing Clearing /|* Clearing Total 
— £mn | &mn | £mn | mn 
1930 ... 38,782 1,812 2,964 43,558 
1931 ; 31,816 1,668 2,752 36,236 
1932. . 21,834 1,610 2,668 32,112 
1933 .. A 27,715 1,657 0,766 , 38,138 
1934 | — 30,740 1,760 2,984 35,484 
1935 32,444 1,88% 3,229 37,560 
1938.. 35,039 2,040 3,538 40,617 o 
W sexi aes 36,719 2,162 3,805 42,686 
1937 to December l ...| 33972 | 1,989 $503 | 39464 
1938 to November 30. .. 30,884 1,905 3,373. 39,162 
1937, November (5 weeks) 3,473 201 368 4,042 
1938, November (5 weeks) 3,141 197 351 3,689 
BANKERS’ PROVINCIAL CLEARING ‘RETURNS 
Mar., | Mar., | Mar., | Mar. | Mar., | Mar, | Mar., | Sept, | Oct., 
1929 | 1932 | 1934 | 1935 | 1936 | 1937 | 1938 | 1938 | 1938 
Birmingham. | 11-9 0 as aw E 1-3 E an: E 
Bradford 5-9} 34| 42) 3:8] 47| 46| 36] 29| 3-7 
Bristol 53) 49] 5:4] 49) 55| 55| 59| 52| 54 
Hull 40| 3:0; 32) 32) 34| 401 401° 3-2] 3-8 
Leeds 44) 3:8] 44] 43| 3:9) 48) 431 35) 442 
Leicester 3-6 3-1 3°3 2:8 3-1 $:3 3°3 2:7 3:1 
Liverpool ... | 34:2] 25-6] 26-8| 25-8] 27-5] 35:8] 24-8] 20-7] 21-6 
Manchester... | 58-0 | 42:5 | 46-1] 428| 44-9] 50-7] 44-0] 34-4] 41-9 
WNewceastle-on- 
Tyne 65| 57. 69] 5-5! 57| 63| 69] 56] 68 
Nottingham 28) 1-91 20] 20] 22) 23| 23| 1L18| 22 
Sheffield... 4-6 33 3°6 3:4 4-3 6-0 4.8 3.8 4-8 


——MÓ—M Ju mai | c] eee e E Mee tee teme. to d 


141-2 | 106.2 | 117-2 | 108-1 | 115-8 | 134-6 | 114-5 | 91-9 | 107-4 
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LONDON 





; Treasury Bills ERB. 
————— | 5$ Mionths' Short Re- Call Accept- 
Tender Market Bank Bills | Loans PUN Money ances 

te 


Rate Rate 


RE! an AA | annen D aana T | Na oraninin aea D rrr. | di in 


Per cent. | Per cent, Per cent, ae Per cent. | Per cent. || Per cent 
2 $ j 


—— — À—— 


Per cent. 


e 

















End March, 1951; 5 21i &-2 5-2 
» + 1982) 3 Ads ii 25-21 2-3 3 21 
»  » 1939] 2 $5 $ i il li 1 
n c Wa - i jo| Hc | dg iH i 
soo» I3 2 $ $ Yu 1 là l 
» n» 198| 2, $ ° à i-i 4-1 1 1 
Oct. 26th, 1938| 2 H rs li I 
Nov. 30th, 1938| 2 be 13 P iid I 
* . 
"FOREIGN EXCHANGES ^ 
London. , 1936 1937 1938 
s Nov. 25 | Nov.24 | Nov. 2 | Nov.9 | Nov.16 | Nov. 23 | Nov. 30 
New York— 
(a) Spot... 4.892 5-00 4-753 4-155 4-70} 4-663 4-68 
(b) 3 months | iic.pm. | 2c-pm. | lic. pm. | ljc. pm. [i ftc. pm. |liic. pm. | ifc. pm. 
Montreal "m 4-888 4-997, 4-782 4-181 4- -144 4-693 | 4j 
Paris— 
(a) Spot  ... 1054 1474 17885 17843 1783 1783 178 4 


(b) 3 months || Fr.13 dis. | Fr.2} dis. | Fr.4} dis. | Fr.d4 dis. Fr.2-&dis.|Fr.2,8, dis.| Fr.14 dis. 
Berlin— i 


(a) Official .. 12-173 12-372 11.88 11-874 11.74: | 14-65 11:68 
5) Registered | 
Marks || 492% dis. | 48% dis. 554% dis. ME Jn 9547, rg 94 fos dis, | 532% dis. 

Amsterdam 9-05 8-99 574 8-61 
Brussels ve 28-961 | 29-394 28.13 08. d 27. a 2i 57 21:11 
Milan yis 95 . 95 , Tu 90g 89% 885 88 48 
Zurich um 21:301 21:594 20-96 20:974 | 20-82 20:574 | 20-61 
Stockholm ... 19-391 19-394 19-41 19-41 19-41 19-41 19-41 
Madrid ose 562* 80* 150* 150* 150* 150* 150* 4 
Prague - 1383 142 1384 138} 137 136} 1362 
Buenos cad 

a) Export .. 15 15 15 15 15 15 15 

(b) Import ... 17 16-00 16f 17ł lit L7t LTE 

(c) Free ... 17-62 17-02 19 20 20:48 20-60 20-62 


Rio de Janeiro— 
Prov. Deposit 
Rate || 82$900 84 $500 87 $200 87$200 | 86$200 | 85$700 | 85$400 . 





Valparaiso. ...|| 131}* 125+ 14* 119* 119* 118* 118* 116* 
Bombay > i. 18id. 1845,d. 17i&íd. 1738d. | 17438d. | 174d., | 174d. 
Hong Kong ... l4$d. - 15d. 1444d. l4rzsd. | 1414d. | 14jid. | 1l41$d. 
Kobe iai 1/235 1/2 1/2 1/2 1,2 1/2 1/2 
Shanghai aor 144d, 144d, 81d. 81d. 81d. 81d. 81d. 
Gold price — ... || 142s. 1d. | 140s, Id, | 146s. ld. | 146s. 3d. | 148s. 1d. | 149s. 2d. | 149s, 1d. 
Silver price ... 2l4.d. 19£d. 193d. 198d. 20d. 20łd. | 20,,d. 


————————————————————————— 
* Nominal, TPlus£ per cent. commission charged by the Central Bank, making the full rate 16-12, 3 
i Plus 2 per cent. commission charged by the Central Bank, making the effective rate 17-13. ] 
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ğ PUBLIC REVENUE AND EXPENDITURE 
x | E 1937-8 1938-9 


1937-8 to 
Nov. 27 | Nov. 26 


1934-5 a 1935-6 | 1936—* 
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. Total Ordinary Expenditure ... | 696-5 


metana e eae 





—— — etn 9 





— = € 8 


Sinking Fund ... A s 


MAP He tn 








NUE £ mn. fron. | Sma, | £mi | £ mi. | £ mh. 
abo Tax 228-9 | 238-1 | 257-2 | 298-0 | 81-9 | 90-9 
sur-lax  7.. 51.2 | 51-0 | 53-6 57-1 |; 8&4 | 102 
. Estate Duties... 81:5 ,- 87-9 | 688-0 89.0 : 59:8 | 49.6 
Stamps. 24-1 | 25.8 | 29:1 | V s | 13.6 - n 
- "— pe adeat s | um" ue 
| c - Contributi io 1£5-1 | 196.6 | cde ER | ur | us 
Exc ..]1046 | 106-7 . $7 | Q | i 
Motor Vehicle "Duties PM E ` 
(Exchequer Share) ; | 5: | 5-0 82- (| n | lied iE 
Qther Tax Revenue... | 7A | 21 | 1-7 l LU 3 
" Set te CENE IONS | PANE, ERRE c calum 
Pre | | 
Tetal Tax Revenue us | 683.4 | 113.2 | 783-1 | 841°3 | 400 7 | 412-4 
B Ns huc xac uir cd uM CH MN 
É et R ts 12-2 117 | 11-0 10-5 | 10-5 ¢9 
Copa ands. ed E: L3 | 14 | 1:4 1-3 1-0 1-0 
Receipts from Sundry Loans 4-4 , 49 | 4.5 5:2 | deh a 
Pee Miscellaneous Receipts  ... | 15:1 | 2l: | 24-6 13:5 | 9-9 7-8 
——————— -- —|-—— reme 
Totei Non-Tax Revenue ..! 83:0 | 397 ` 41:6 3L-3 ° | 25.5 | 235-2 
4 | [uan 
nuc dM ee e HE ME Se hcic irc ee ERES BL. CR, Se 
Total Ordinary Revenue 8716-4 | 759-9 | 824-7 | 872.6 | 426-2 t 425.6 
EUN EAT "A25 Me PE M MUNIRI DPI. CENE 
2 ` A | 
Post Office... TT seu da 6143 | 66-1 | 71-29 | 76-1 | 468 ' 48-1 s 
Road Fund ... — .. — 2.4.26 | 25:8 | — — — | — 
KERNEN (Meme RENE e DETUR. a MN 
Total Self-balancing Revenue... | 88-2 | 91.9 | 71:9 76-1 | 46:8 | 48-1 
E | NE E 
Ld ANIME een ene 0M mme as IO E ema t Ld ac pr ura remporte qnt mad = m tenner Mus i e 
Pi r ! | | e$ | 
‘  EXPENDITURE— a -—2 5 i 
National Debt Interest oe | 2U1-6 (211.5 | 210:9 | 216.2 | 146:5 | 147.6 
| Payments to N. Ireland 6-8 | 7-2 8-0 8-9 | 4-6 ° $69, 
Other Cons. Fund Services... $6, 5-7 | $2, $i 2-0 ' 1-7 
Post Office Fund  ... us] 4 3 | 1:1 (4 | — | um ES 
Supply Services ses .. | 472-2 | 512-0 | 594+7* | 605.0* | 394.8 | 479-9 
X ur À— —À = e—— o ——— dj ERN NM m is ung Stace e |—— Mes E |-— — — 
i | 
|'731-5 | 817-2 | 833-2 | 547-9 | 634-1 
i 
| 


*-Self-balancing Expenditure 


| 
p 

(as per contra) es ul 88-2 91-9 TL9 | 76-1 i 46-8 » 48-1 
: j 


——— es 
L 
1 
| 
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* Motor Vehicle Duties apportioned to Road Fund, treated as-self-balancing in 1936-5? 
now added to Revenue and Expenditure figures for purposes of comparison: 











6 44 sau 
vox PRODUCTION — 
2 | 1 Pig-Iron = "Steel 
Total 1913" e e = e Tops mil, | ME 1L TOS D 
2989. ak a x 24:8 ^ |- 6262 | 7,385 
"uo e o DS 257-9. 7589 . | e 9635 . 
se 198 0 ss 4 v J* Ses - 6,192 7,326 
: 30 tay 44. ces 219-5 3,773 5,203 
» 198 ae 5. Q2! — 20877 3,574 5,261 
» 098 o df — 303 c 4136 |. 7,024 
$, 1934 Wer dac d 221-0 5,969 . *8,850 í 
» 1985  .. . e] 22299 6,426 9,842 
"EC PE EC 228-5- 7,686 11705 
"E EM c 241-2 8497 | 12,964 
Total to Oct, 1937... «| 1988 | 6951 | 1068  — 
Total to Oct, 1938 ... Sis 188-9 5,855 8,878 
BOARD OF TRADE PRODUCTION INDEX NUMBER t 
(1930 — 100) 
Complete Year 1937 1938 


—————— — | ÁÓ——— Rees Se re ae eer 
1936 | 1937 | 3rd Qr. 4th Or. 1st Qr. |2nd Qr. 3rd Qr. 


in | Là eM M P E eot—ÁHn MÀ "in 
n —— n | M —— 


Mines and Quarries ... — ... | 94-4 | 99-8.| 95-6 | 102-9 | 104-0 | 89-3 | 86-0 
Iron and Steel ess | 150-1 | 166-6 | 165-5 | 177-3 | 168-4 | 131-6 | 106-3 
Non-Ferrots Metals a wee | 143-8 | 165-3 | 173-7 166.2 153-3 | 147-4 | 142-8 
«Engffibering and Shipbuilding | 123-3 | 136-3 | 134-9 | 135-3 | 132-7 | 128-8 | 122-4 
Building Materials and Building | 157-1 | 153-2 | 160-3 | 148-3 | 146-1 | 152-5 | 148-7 
Textiles esse vas | 126-4 | 129-6 | 127-5 | 125-8 | 116-9 | 106-4 | 106-3 
Chemicals, Oils, etc. ... — ... | 115-4 | 124-5 | 123-8 | 125-5 | 123-5 | 115-0 | 113-5 
Leather and Boots and'Shoes... | 114-4 | 111-9 | 110-6 | 108-4 | 111-6 | 102-2 | 97-9 
Food, Drink and Tobacco ... | 114-5 | 119-9 | 120-3 | 123-2 | 116-0 | 123-5 | 123-0 




















Total* ... T T nee | 124-4 | 132-8 | 130-1 | 136-4 | 132-1 | 121-7 | 116-5 


* Includes paper and printing, gas and electricity, rubber, cement and tiles, 
T Revised quarterly by the Board of Trade. 


© 
.Q 
. 645 
K UNEMPLOYMENT - 
* (a) Percentage of Insured Workers 
:| t 
Date 1929 1931 | 1932 | 1934 1935 1936 1937 1938 
EM a | are cra 
U End of 
^ January 12-3 21.5 22.4 18.6 17-6 16-2 12-4 13-2* 
February | %2-1 | 21.7 | 22-0 | 18-1 | 17-5 | 15:3 | 12-0 | 13-1* 
‘March 10-0 | 21-5 20-8 17.2 16-4 14-2 11-6 12-7* 
April 9-8 | 20-9 21.4 16-6 15-6 13-6 10- 12.7* 
May 9:7 20-8 22.1 16:2 15-5 12-8 10-7 | “2-8* 
June 9-6 21.2 22.0 16-4 15-4 12-8 10-0 ]3-2*- 
July 9.7 22.0 22.8 16.7 195.3 12-4, | 10-1 12.9* 
August 9-9 22.0 23-0 15-5 14-9 12-0 9-9 12-6* 
i September | 10-0 22-6 22-8 16-1 13-0 12-1 9:7 12-8* 
October 10-3 21-9 21-9 16-3 14-5 12-0 10-1* | 12-7* 
e November | 10-9 21-4 22-2 16-3 | 14.5 12-0 10-9* o 
> December | 11-0 20-9 21:7 16-0 | 14-1 | 912-0 12-1* 





* New Basis. 


. (b) Actual Numbers Employed and Unemployed (in T 


Oct, | Mar, | Sept, | Oct. 


Mar., | Mar., 
1937 | 1938 | 1938 | 1938 


1932 | 1935 


Mar., | Mar., 
1936 | 1937 

















| Number employed ... | 9,549 | 10,200 | 10,689 | 11,310 |11,664 | 11,399 |11,429 | 11,455 


A OOE takin? | ERENT. | las | ERRAND | Mpa Ray: ire RE 


4 Wholly unemployed... | 2,129 | 1,727 1 1,551 | 1,330 | 1,158 | 1,356 | 1,323 | 1,419 
Temporarily stopped 427 324 240 170 180 338 420 313 


«Normally in casual 
|! employment T 104 92 88 76 57 70 64 67 - 


| MÀ MM RG, Re RN ST | — — tthe | MM 1 —— ÁÁ— 


A Total unemployed ... 











q RAILWAY TRAFFIC RECEIPTS 
a ee E aa e S e —————————M 


Five weeks ended Aggregate for 47 weeks. 
Nov. 28, 1937 Nov, 27, 1958 1937 1938 


Pas- Pas- Pas- Pas- 
sengers Goods sengers Goods sengers Goods sengers Goods 


t 
a A a BOON e G A | RHI OEO O O O A D ERI eH PUP 9a 020 U 00€ 


rem 


^ 


i 
Great Western one | OF 1-7 0-9 1:5 | 10-4 | 14-8 | 10-3 | 13°8 
gone & Worth 


astern 1-4 | 33 | 1-4 | 29 115-9 1279 | 15-9 | 26-0 

F peor ian aed & 
Scottish... 2-1 | 41 | 21 | 3-6 | 24-5 | 35-5 | 24-5 | 32-9 
Southern  ... wwe | 13 0-5 1:3 0-5 | 15-4 4-4 | 15:3 4-3 
Total... |. | 57 | 96 | 5-7 | 8-5 1662 | 826 |66-0 | 77-0 


E 


* TL. T 1 PPAR UR HIC Mii 
* The London & North Eastern Railway Returns are made up a day earlier each week 
the other lines. 
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E j RETAIL TRADE : 
from the ‘Board of Trade Journal). f 
ae Change in value since same date in previous year 
i | Oct, : Oct,» | Oct; t Sept, | Oct., 4 
| 1935 | 1936 | 1937 | 19:8 1938 | 
NEL CMM MK C ME CNN SEE MAE QE MD A ME 
By CATEGORIES: Great Britaig | % EE 9 | 95 > 
Tata. o $e [4d T4 344 + 4-4 | 4- 0-9 |? 2.0 | 
Food and Perishables T | +102 -+ 6:4 | C-O89'4245 | 4 3-4 | 
Other eee A wae | pb 41 | + 8-4 ! — 07 | ~ 3-5 ++ 05 j, 
or wnic E à L7 
: a Piece-goods* .., — 22 Ted ema. | i25 |= e4 | 
' à e. "MALE. i 1 
(1) Household Goods one T 9:2 | +- 7-3 -— 2:9 Rem 7:2 ~~. 0*6 ! 
: (1) Dress Materials ... ef | — 09 | + 21 |-- 02 | --16°7 | - 6:3 
Women's Weer* ius -F 44 | + 85 |—r8 |- 2-7 | f- 85 / 
() Fashion Departments ... | + 5-2 | +14 | 4 L1 | — 1-4 | J- 5-8 4 
í j 
(i) Girls’ and Children’s Wear) + 4-7 | +H1L-5, + 0-8 = 28 | bh a4 P, 
(iii) Fancy Drapery is +40 |4- 49 | — 4-9 a 4-4. | + 0:4 
Men's and Boys’ Wear e | +10:53 | 4402 | ~ 58 | ST |— 09 n 
Boots and Shoes +69 54x94 (4162 |406 | 495 | 
i . € 
. Furnishing Departments N — 1:7 | +113 | — L4 p- 8:9 oc 
Hardware wwe ep 07 ;4 8&9 | L5 | -1223 |= 62 . 
Fancy Goods ... ius +. 8-5 | J- 4:1 -17 | — 1:8 ' 
Sports and Travel ae F 4- 0.8 | — 2-4 A G2 | - 5:7 
N Miscellaneous and Unallocated’: --11- is | -- 5-7 m i-2 Er 2:4 | + 5-4 f 
«a By BREAS— Pi | | 
All Categories— | . | f 
Scotland "| +51 [455 : +61 [4 $9 (465 
North-East ... | - c m 68 |-- 12 1+ 2:8 ` 
North-West ... — .. E es | 45:43 14-05 | + 25 ° 
B 
Midlands & South Wales. iie = peut CA iue | + 3-0 |4- 2:8 14- 42 | 
| a 
South of England Hlo 2 i + 8-4 1-4. 6:2 | -A OG | 4 4T 
London, Central & West End | | utn g" 0. i +. 6.7 | — 5-6 -10.8 | — 89 
Pat i London, Suburban ius +89 |+ 8-3 | + 4:6 | + 2:9 2-4 
iu "ORE Ser "E | . 
E deos * Including some goods which cannot be allocated to sub-headings. 
E : Eo " 
X 


e. - io 
* 


